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From The Editor 


HIS YEAR'S BEEN A GREAT ONE FOR INDIAN BANKS. 

And the Business Today-krMG Best Banks survey 

demonstrates that, Banks across the spectrum 
have reaped the benefits of lower interest rates 
accompanied by a sharp pick-up in demand for loans, 
particularly in the retail sector. The large and mid-sized 
banks were aggressive in their strategies for the retail 
sector (home loans, car loans, credit cards, etc.), which 
is reflected in their balance sheets. Besides income from 
credit operations, banks have earned fat profits from 
treasury operations—by investing in securities at a time 
when the markets have boomed. 

Banks have also benefited from good housekeeping. 
Most banks have cleaned up their balance sheets by 
reducing non-performing assets (NPAs) and bad loans. A 
couple of public sector banks have eliminated NPAs totally 
even as they grew their business impressively. 

That apart, increasing competition has led to greater 
focus on reining in costs, and Indian banks appear to have 
become leaner and more cost-efficient over the year. 
While that's one trend you can safely assume will con- 
tinue, with the RBI urging 
banks to conform with Basel П 
norms for higher capital ade- 
quacy and stricter provisioning 
for NPAs, we would likely see a 
continuation also of the trend 
among banks to improve the 
quality of credit. 

As for this year's ranking, 
the #1 bank, assessed in 
terms of efficiency, happens 
to be also last year's winner: 
HDFC Bank, whose perfor- 
mance reflects a unique blend of high growth, impressive 
profits and good quality of assets. A second point to note 
is the entry into the top 10 by debutante Kotak 
Mahindra Bank, which has proved its mettle i in only, 19 
months since its inception. 

But the coming year could be full of new challenges. 
Interest rates have begun firming up; this could affect 
demand for loans and, ergo, top-lines. Then, the last 
Budget proposed more concessional bank credit for 
rural borrowers. This could affect profitability and the | 
quality of loans that banks disburse (remember the loan’ 
melas?). But such blips notwithstanding, as our survey 
shows, things should only get better for the industry. 

At the time of writing, the feud between the Ambani 
brothers, Mukesh and Anil, was showing the first signs of 
moving towards a resolution—no, not a kiss-and-make- 
up kind of ending but a separation, where they could fin- _ 

ally agree to a settlement. Senior Editor Brian Carvalho's- 
story in this issue takes you behind the scenes to. see 
exactly what the contours of that settlement could be. 
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The Real Loser 
Apropx s your cover story The Battle 
Hots L Ip! (BT, I Yecember 19, 2004), 
while we understand the gravity of 
the situation the brothers are in, it is 
Ad, equally disheartening to 
lest note that a family feud 
> like this, with only 2-2.5 


СА ` per cent at stake between 
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the brothers, is jeopardising the 
interests of 3.5 million investors in 
their business, having recorded a 
drop of Rs 5,300 crore so far. And 
given the way things are moving, 
one is unsure as to when, and how, 
this tussle would come to an end. 
After all, whose money is being 
lost—Ambanis' or ours, in their 
fight for the throne? 


Reliance has been run by astute 
managers, and if the differences 
between the brothers remain at a 
family level, then the stockholders 
need not fear anything. But if the 
heat trickles down the ranks, a signi- 
ficant proportion of Reliance's 
achievements will be eroded, of 
which the most valuable will be the 
trust of its customers, which will 
be extremely difficult to earn back. 
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(India’s Best Marketers, BT, December 
19, 2004). Congress’ marketing stra- 


tegy was a necessity to counter an 





even costlier campaign launched by 
the вур both at the party's and at the 
government's expense. It is incor- 
rect to suggest that marketing made 
Congress win the elections. 


Clarifications 

Apropos your article Assessment 
Factory (BT, December 19, 2004), 
Infosys has been cited in four dif- 
ferent places and our recruitment 


process has been completely 


misunderstood. Infosys has clearly- 
set guidelines and criteria for pre- 
screening, and we don’t require a 
clearance from MeritTrac before 
selection. Merit Trac does not design 
or administer the online testing 
for Infosys, nor does it develop 
questions, or formats, for tests. 
Infosys has a question bank that 
is designed and developed in-house. 


The article How The 20 Companies 
To Watch In 2003 Have Performed 
(BT, December 5, 2004) mentions 
that Hero Honda is diversifying 
into scooters through an alliance 
with Italy’s Aprilla, which is incor- 
rect. While we have expressed, on 
some occasions in the past, our inte- 
ntion to get into the scooter seg- 
ment, we have no plans whatsoever 
of forming an alliance with Aprilla. 


Corrigendum 


Anil Ambani joined Reliance 
in 1983, and not in 1993 as 
published in Finance and 
Flamboyance (BT, December 19, 
2004). The error is regretted. 
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bt editorial 


The Arrival Of India Inc. 


“There is a tide in the affairs of men, which taken at the 
flood, leads on to fortune. Omitted, all the voyage of 
their life is bound in shallows and in miseries. On such 
a full sea are we now afloat. And we must take the 
current when it serves, or lose our ventures...” 
—William Shakespeare 


has come out with its annual listing of the world’s 

richest men and women. This year, there was a 
pleasant surprise: A separate inventory of the world’s 
40 richest Indians. 

This is just another proof—if proof were needed— 
that India and her economy are beeping 24x7 on the 
radars of Global Inc. It is also the culmination of a 
series of often disparate and unrelated events that 
testify to this country’s emerging—and we 
use the word deliberately, preferring 
it to the more self-congratulatory 
growing—clout in the world. 

Foreign institutional investors 
have invested close to $8 bil- 
lion (Rs 35,200 crore) during 
2004. Like all statistics, these figu- 
res hide some interesting stories. 
The California Public Employees’ 
Retirement System (Calpers), the 
largest pension fund in the us 
and one of the most finicky 4 
investors in the world, has deci- 
ded to set aside a portion of its 
emerging market funds for India. 

The quantum of money allocated to 
the Indian market is not very large, but 
looking at absolute numbers would be 
missing the woods for the trees; juxtapose this figure 
with the fact that Calpers still considers China, Indonesia 
and Thailand—India’s rivals in many other spheres— 
as being below investment grade, and you realise that 
India is beginning to score in areas that count. There are 
other indicators as well. For the first time in history, our 
economic prowess became an issue in the Us elections. 
It may not have been the decisive factor in the 2004 
polls, but it did play an important role: A fairly large and 
representative section of the American workforce was 
scared of losing jobs to tech workers in Bangalore, 
Hyderabad and other Indian cities! Across the Atlantic, 
in OF Blighty, the “Indian horror story” is providing as 
much fodder for politicians—and for this editorial. 
In a pre-budget report, UK’s Chancellor of the 


Г IS JUST PAST THAT TIME OF THE YEAR. FORBES 
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Exchequer Gordon Brown has unveiled a strategy to 
take on India and China. He has stated—25 times, no 
less—the UK government's misgivings about the 
*economic balance" shifting towards the Asian giants. 
Brown talks of the need to upgrade UK’s skill levels to 
face the challenge posed by the two Asian giants. And 
to think Indian politicians are still talking of neo-colo- 
nialism and imperialism! 

Nokia and LG are setting up multi-hundred-million- 
dollar plants to assemble cellphones in this country. 
Reliance, Tata, Birla, Ranbaxy, Cipla, not to speak of 
Infosys and Wipro, have established Indian beach- 
heads in foreign lands. They have emerged as Indian 
multinationals in their own right. 

Foreign-owned MNCs, like- 
wise, have marked out their pre- 
sence in India. In automobiles, for 
- example, almost all the major 
brands are present in the country. 
f ome of them, like Hyundai and Suzuki 

and that great Indian flagbearer Tata Motors), 
are exporting large numbers of cars from India. 

So much so that global car carriers like 
NYK of Japan, National Shipping 
Company of Saudi Arabia and Everett 
of the us are now regulars at the 
Mumbai and Chennai ports. 

In the UK, Indian-American Arun 
Sarin has been appointed CEO of 

leading telco Vodafone. 

Richard Branson wants a piece of 
the Indian skies. Foreign investors 
can't seem to have enough of spon- 

sored ADS issues of Indian companies. 
Indian oil companies are bidding for, 
and gaining, a foothold in the energy map of the world. 
Indian pharma companies are giving sleepless nights to 
blue-chip drug makers the world over. And countries like 
Thailand, New Zealand, Malaysia, Holland and Hong 
Kong, among others, are setting up special cells to woo 
Bollywood producers—and through them, high-spen- 
ding Indian tourists. Suddenly, India seems to be figuring 
on the economic radars of almost everyone who mat- 
ters, everywhere in the world. 

The year 2004 may well come to be referred to as 
annus mirabilis, the year when the complex jigsaw of 
hope first showed signs of falling into place. 

But for that to happen, the government must take 
steps to keep the momentum going. What the economy 
needs might well be a qualified encore. £l 























P Vn Qm. » RE RE исо TEE FP ТУЛ 


* 


Super 


az M А Buy the reliable & affordable EMP-S1H / EMP-81 LCD Projector 
EPSONSTYLUS.CX15OO аё get an EPSON All-in-One worth Rs.5695/- absolutely FREE". 


Multimedia Projector 


EMIP-SiH 


QDs 
3LCD 
WARRANTY ADWANCED MAGING TECHNOLOGY 





< s - - mun EPSON No.1' in Data Projectors 


Limited Period Offer! CALL NOW fora free demo & for details e-mail venkat@eid.epson.co.in 


Head Office EPSON INDIA PVT. LTD. 12th Floor, The Millenia, Tower A, No.1 Murphy Road, Ulsoor, Bangalore - 560008. te/30515000 www.epson.co.in 


5ai-28397176/7 Kolkata-22831589/90 Ahmedabad-26407176-7 Pune-98901 52007 
57638 Epson Authorised Distributor Actis Te chnologies %, 4 Bar re-25358544 Hyderabad-55668731 Chennai-52146350 Ahme 
w Delhi-33255067 Epson Authorised Dealer Xeon Technology New De 121/9811210382 Embee Software Kolkata-222292434/8099 Lalani Int! Kolkata-22115 


Она valid till 75th lanuary 2005 Source’ WMorldasade. Market Shace ip 2003 (Decision Trae Consulting Limited 





ORV Tae ar 


FOOT ee 


f, a 





FO VETE MS om) 





TEMERE WO 


bttrends 


FIRST» | 





-The Equal. 
pportuni 


Mandate 


The effort to create a workforce with a (politically correct) diverse caste 
profile will do more harm than good. by ASHISH GUPTA AND PRIYA SRINIVASAN 


AMNED IF IT DOES, AND DOUBLE DAMNED IF 

it does not. That's the position India Inc. 

finds itself in after the government's recent 

move to get its reservation-in-private-sec- 

tor campaign underway. The immediate 

impact of this has been that everyone in India Inc. now 
knows who Sarita Prasad is: the lady is a senior bureau- 
crat, a secretary actually, in the Ministry of Social Jus- 
tice and Empowerment, but the post by itself doesn't 
guarantee visibility. Prasad's prominence comes from 
letters she shot off to various industry associations ask- 
ing to be furnished with details of their workforce—the 
number of positions at junior, middle and senior mana- 
gement levels, the sex ratio, the proportion of scheduled 
caste, scheduled tribe and other backward classes, and 
the like—and drawing their attention to the ruling 
United Progressive Alliance's (UPA’s) common mini- 
mum programme that mentions that reservations for 
scheduled castes and scheduled tribes, hitherto fol- 
lowed only by government departments and public sec- 
tor firms, would be extended to the private sector as well. 
India Inc. is in a fix. It cannot come out and rubbish 
the move to reserve jobs for scheduled castes and 


scheduled tribes because that would be politically 
incorrect. Yet, companies cannot simply sit back and fol- 
low the government's diktat (it could come to that), not 
when they believe in meritocracy, or their own versions 
of it. The last mentioned (and this is a bit of a digres- 
sion) involves hiring people from a certain caste or sub- 
caste, coincidentally the same as that of the promoters 
of the company in question, if all other things are 
equal between candidates. A south India-based auto 
components group and another south India-based 
publishing house have, in the past, showed a definite 
predilection for Iyengars, just as still another south 
India-based tyre major has for Syrian Christians. 
Thus far, industry's response has been along con- 
ciliatory we-can't-do-this-but-why-don't-you-look-at- 
these lines. *Reservation is not the answer," says 
N. Srinivasan, Director-General, Confederation of 
Indian Industry, India's most powerful industry lobby. 
“We have suggested a programme of affirmative action 
by industry, which will mean ensuring that more peo- 
ple get enrolled in schools; it will also mean upgrading 
skills.” That's something India Inc. can live with. “If it 
has to be a diktat of some form, we are happy with 
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being told to participate in the training process to create a more 
employable workforce than with a job reservation policy,” says 
Pankaj Bhargav, Head, HR, at consumer products major Marico 
Industries. “I am against mandatory reservation, but I do think we can 
effectively work with the government to create equal opportunities 
by investing in training,” adds Rahul Bajaj, Chairman, Bajaj Auto. 

The arguments against reservation fall under three broad cate- 
gories: one, it goes against the grain of laissez faire philosophy; two, 
it could stifle the revival of the manufacturing sector; and three, it flies 
in the face of the principle of accountability. “Employment should 
be entirely at our discretion because we are the ones who have to pro- 
duce results and are answerable to investors,” says Susir Kumar, CEO, 
Intelenet, a Mumbai-based business process outsourcing firm that alre- 
ady employs 5,000. “In the rr sector we often hire in conjunction with 
our clients," says Ganesh Natarajan, CEO, Zensar Technologies. 
"Imagine telling some US-based client that you have to hire some 
candidate because of a reservation policy." 

The government may not push for outright reservation, but 
will certainly look for gains more significant than those related to 
training. The Union Minister for Steel, Ram Vilas Paswan, is keen to 
have a reservation policy in place and position himself as its cham- 
pion before the coming (February, 2005) elections in Bihar, his 
home state. The Congress, the dominant partner of the UPA coalition, 
would like nothing better, but its approach, as articulated by 
spokesperson Abhishek Manu Singhvi, “is to create a climate for con- 
sensual and voluntary implementation of such a programme", The 
message between the lines: let's parlay. 


Will be extended to the private sector 








STATUTORY WARNING PB 


Ingredient 
Innovation 


p ONE THING FOR CIGARETTE 
packs to sport a statutory war- 
ning about the ill effects of smo- 
king. For the young, this is a sort of 
a come-on that works better than 
any other marketing ploy. For 
others, it's just a signpost on a 
road that could possibly lead to 
perdition, damnation, even death 
(then, which road doesn't?). And 
for still others, who cannot speak, 
read, or write English, like the 
majority of India's smokers, it is 
just a squiggle on the pack. 

It's an entirely different thing 
for a carbonated soft drink, such as 
those sold by Coca-Cola and 
Pepsi, to sport a warning in the 
same tenor; that's what the two 
companies may have to do— 
embellish their bottles and cans 
with a caveat about the product 
containing pesticides, but at a level 
lower than the permissible limit, 
courtesy an order passed by the 
Rajasthan High Court and upheld 
by the Supreme Court. The com- 
panies may pretend it is just busi- 
ness as usual, but the longevity 
of the pesticides-in-cola campaign 
launched by the Centre for Science 
and Environment (csE) must surely 
be worrying them. 

SHAILESH DOBHAL 
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It's Catching 


Profits and the appetite for things Indian engender an ADS/ADR rush. BY SHILPA NAYAK 


О; FRIDAY, DECEMBER 10, THE 
Wipro scrip closed the day at 
Rs 748 on Bombay Stock 
Exchange. The same day, it closed 
the day at $23.30 (Rs 1,036.85) 
on New York Stock Exchange, a 
premium of 39 per cent. That dif- 
ferential is one reason why com- 
panies such as Wipro (See 
American Issues In The Offing) 
that are already listed in the us 
are tapping the market again with 
offerings of American Depository 
Receipts (ADRs) and American 
Depository Shares (ADS). “The cur- 
rent rush can in part be attributed 
to the premiums of 20 per cent to 


50 per cent on ADRs commanded by various compa- 
nies, deriving from the strong India-interest of 
foreign investors in the past few months,” says 
Ajay Sondhi, Vice Chairman & Managing Director, 
Kotak Mahindra Capital Company. Infosys, for 
instance, commands a 50 per cent premium. 
Some such issues are sponsored offerings, where 


VIVAN MEHRA 


shares are issued against existing 
shares in India, thereby providing 
an opportunity for Indian pro- 
moters and investors to cash out. 


.. AMERICAN ISSUES 
INTHE OFFING © 


= - — з - That, though, isn’t why Infosys, 
million Wipro and Satyam are going in 
Infosys $1.0 billion for sponsored offerings (Infosys is 
Satyam $360 million going for its second, actually). “The 
Wipro $500 million secondary ADR issues by Indian IT 

lefilms EN billi si services companies will help imp- 
Jee Tele $15 ^ rove their brand image globally, 
Dr. Reddy's Labs $100 million increase liquidity of their stock in 
Nicholas Piramal - $100 million ^ the Us market, widen their investor 
Aptech —$125million base, and enhance research cover- 


age," explains Ravi Kapoor, 

Executive Vice President and Head, 

Equity Capital Markets, psp Merrill 
Lynch. Not all companies are making a secondary 
issue for such reasons; HDFC Bank (#1 in this year's 
вт listing of India’s Best Banks) is raising capital to 
fund growth. As for some of the others, they are just 
making opportunistic plays to leverage the India- 
fever in the Us and raise more money than they 
could hope to do in India. 


Note: The list is a partial one 
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ExL On NASDAQ 


Foe THOSE WHO CAME IN LATE, ON DECEMBER 7, EXL SERVICE FILED ITS 
preliminary offer document (S1, if you must know) with the us SEC 
for a listing on NASDAQ that could raise up to $75 million (Rs 330 crore). 
Here's what it means: 


т "It marks a stage in our evolution where we can go to the market." 
Vikram Talwar, CEO, ExL Service 


m "It shows the industry has matured and independent business process 
outsourcing firms do not need to exist in the shadow of MNCs.” 
P.V. Kannan, CEO, 24/7 


т “| will not be surprised if more independent вроѕ follow Ext and they 
are valued at four to five times revenues.” 
Alok Shende, Director, Technology Practice, Frost & Sullivan 


ExL's Vikram Talwar: SUPRIVA SHRINATE 


He just can't stop smiling 
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Reading Futures 
Smaller 


Do not make much of FII interest in F&Os. 


ww- Fils Show ‘Open Interest’ 






8,000- ITH THE GOVERNMENT PROMUL- 
7,000 - 5,621.98 gating an ordinance to effect the 
6000- | formation of Indonext, an exchange for 





small- and medium-sized companies 
currently listed on regional stock 
exchanges (the idea comes from BSE and 
Federation of Indian Stock Exchanges), 
in October 2004, it is now up to the Securities and 
Exchange Board of India (sEBI) to do its bit. BT's 
Narendra Nathan asks ses! Chief G.N. Bajpai the 
three obvious questions. 


SEBI's Bajpai: 
We're on the job 


2,000- 


1,000- 
Figures are FII outstanding positions in futures & options in Rs crore 


PINAKI PAUL 


When? 

Expeditious implementation of any innovative idea has 
been SEBI’s endeavour and we would like Indonext to 
see the light of day at the earliest. 


dq. PICTURE SAYS IT ALL: FOREIGN INSTITUTIONAL 
investors (Fils) are taking bigger (in terms of 
value) and bigger positions in the futures and options 
segment of the market (F&O). Does this mean the 
market, already at a high, could scale newer highs? 
Not really: the last time Fil ‘open interest’ (as the aggre- 
gate value of their futures and options transactions 
is referred to) peaked was in January 2004, when the 
market itself peaked. Since Fils are not allowed to 
take outright speculative positions, they hedge their 
positions (by reversing their cash transactions in 
the F&O market). And because some stocks are not 
freely available (read: illiquid), they balance by buy- 
ing futures and then reversing their positions as 
the stock becomes available in the cash market. 
NARENDRA NATHAN 


Direct Correlation 


Want to know what's driving the Sensex? See for yourself. 


What is its status now? 

A task force has been set up to develop an appropriate 
business model, risk management framework, etc., 
of Indonext. 


Who will do what? 

Indonext will be managed under the overall supervision 

of segi. The respective responsibilities of BSE and 

smaller exchanges are being worked out. I can guaran- 

tee that investor protection will get top-most priority. \ 
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4,500- 
E Sensex figures are weekly closings 
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6000- 5919 9767 
UU" Jan. 2,2004 Feb. 13, 2004 
3,000- | 
1.000- 
-1,000- 
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18 Fil investments are net weekly figures in Rs crore COMPILED BY ROSHNI JAYAKAR 
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The Next Act 


The GTB saga refuses to die down even after the bank's merger with OBC. 





کے 4 


Dramatis personae: (L to R) Progenitor R 


Minister P. Chidambaram and benefactor B.D. Narang 


T MAY HAVE SOMETHING TO DO 

with allegations that Ramesh 
Gelli, the founder of Global Trust 
Bank, had friends in high places in 
the previous National Democratic 
Alliance government, but the now 
reigning United Progressive Alliance 
government is intensifying its inves- 
tigations into the sorry saga of the 
bank, one that started with its crea- 
tion in 1994 by one of the country's 
best known bankers, Gelli and 
ended in August 2004 (after an RBI 
imposed moratorium on with- 
drawals) with its merger with 
Oriental Bank of Commerce (OBC). 
The intervening period was replete 
with the kind of stuff that is a jour- 
nalist's delight and a CEO’s night- 
mare: a failed merger, allegations 


STOPPAGE b 


Red Citadel Update 


Is Kolkata becoming hell for corporates again? 
Vide it out for anie 
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of insider trading, more of involve- 
ment with a rogue stock trader 
(Ketan Parekh), and the like. 
Things hotted up in early Dec- 
ember when Finance Minister 
P. Chidambaram announced in 
the Lok Sabha (the lower house of 
India’s Parliament) that criminal 
cases would be filed by the end of 
the month against those respon- 
sible for the end of the bank. The 
following day, Oriental Bank of 
Commerce suspended Sudhakar 
Gande (GTB’s CEO at the time of 
the merger who had been named 
OBC's Division CEO) and two other 
senior execs (both came over from 
GTB) on the charge that they were 
*not functioning in the interest 
of the bank". Gande is working 


ARNAB MITRA 





amesh Gelli, accused Sudhakar Gande, perpetrator Ketan Parekh, Finance 


on his defence and would only 
tell this writer that he has, all 
along, “been working in the inte- 
rests of the bank". 

Gande's departure was pre-or- 
dained. As one banker who works 
for a private sector bank puts it: 
“The move (to suspend him) was 
for effect as OBC would have any- 
way sacked him." However, he 
believes that since GTB’s problems 
can be traced back to “manage- 
ment failure", it is only fair that 
Gande pays the price. Meanwhile, 
OBC, one of the best-run banks in 
the country (See Two’s Company 
on page 90) is proceeding with its 
GTB-integration. One way or ano- 
ther, an endgame is in sight. 

E. KUMAR SHARMA 
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las ic Fantastic Creditor 


ket has arrived. Not convinced? Read on. 


arch 2005 (estimted) 
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Pie-hog » 


| WPP Nation 


Sir Martin's WPP strides the Rs 9,600 crore 
Indian advertising market like a colossus. 


Others 27 


Omnicom 8 
WPP* 45 






Figures in per cent 
*Not including Grey; the merger is not complete 
internationally; after the merger, WPP's slice of the pie 
would be 50 per cent. 
Source: Industry estimates 
COMPILED BY SHAILESH DOBHAL 
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The Ruias’ New Telecom Play 


The acquisition of a 9.9 per cent stake in BPL Mobile indicates a new beginning. 


( IT THE 0.10 PER 
cent strategy. In what 
is widely acknowledged as a 
smart move, Essar Tele- 
holdings, the telecommu- 
nications arm of the Essar 
Group that is run by the 
Brothers Ruia (Shashi and 
Ravi), recently acquired 9.9 
per cent of the equity of 
BPL Mobile Communica- 
tions, a telco that operates 
in the Mumbai circle, from 
France Telecom; the latter 
sold the remaining 16.1 per 
cent it held in the company 
to Asian-Pacific Systems, a 
consortium of foreign 
investors. Essar currently 
owns 19.6 per cent of 
Hutchison Max Telecom, 
a rival that operates in the 
same region, and will soon 
own 30 per cent of 
Hutchison Essar (not to be 
confused with Hutchison 
Essar Telecom, which is a 
different company offering 
cellular services in Delhi 
and holding a 50.81 per 
cent stake in Hutchison Essar 
South), a company being created 
to consolidate all Hutch holdings in 
India (see Waiting For The Sun, 
page 128)—Hutchison Max is set to 
become a 100 per cent subsidiary of 
this. India's telecom regulations 
proscribe a single company from 
owning more than 10 per cent in 
two telcos operating in the same 
circle (Essar owns 9.9 per cent; that 
should explain the first sentence). “1 
think this is a smart move from 
Essar, with Hutch’s blessings no 
doubt,” says a Mumbai-based inve- 
stment banker. “Whoever buys into 
BPL (which, as everyone knows, is on 
the block) will now have to deal 
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Hello There: Essar Group's Shashi (L) and Ravi Ruia 


with Essar, which in turn has a mas- 
sive interest in the Hutch opera- 
tion in Mumbai." 

On its part, Essar maintains that 
the investment is purely driven by 
financial considerations. “France 
Telecom was selling, the price 
(which has not been disclosed) was 
good and it is an opportunistic 
investment,” says Vikash Saraf, CEO, 
Essar Teleholdings. “We will exit 
the investment whenever we get 
reasonable returns.” That quote is 
indicative of the Ruias’ approach 
to telecom, a finance-play rather 
than an operational one (the group 
once ran a lucrative service in Delhi 
and still owns 49 per cent of 


Hutchison Essar Telecom). 
Indeed, with its 30 per cent 
stake in Hutchison Essar 
(there is an option to incre- 
ase this to 34 per cent) and 
9.9 per cent stake in BPL 
Mobile, Essar’s telecom 
holdings could be worth a 
cool Rs 5,500-7,700 crore, 
assuming Hutch, which will 
make an initial public offe- 
ring in the next six months 
and вр. Mobile—it was 
contemplating an IPO but 
the battle between BPL 
patriarch T.P.G. Nambiar 
and son-in-law Rajeev 
Chandrasekhar who con- 
trols the cellular businesses 
may put a spoke in that— 
are valued using the same 
logic used to value Bharti 
Tele-Ventures. 

Although the investment 
in BPL is the first outside 
investment Essar has made 
in telecommunications, the 
company could not have 
found a better sector. 
Business is booming and 
even BPL Mobile, plagued by con- 
cerns relating to ownership, has 
managed to grow its subscriber base 
from 8,91,851 at the beginning of 
this year to 11,79,435 by the end of 
November. The purely financial 
nature of this investment, stresses 
Saraf, will ensure that there is no 
conflict of interest. “The invest- 
ment in BPL is financial, not strategic 
and we will not, in any way, be 
involved with the running of the 
company." Then, Essar Teleholdings 
may have paid a premium for the 
9.9 per cent stake іп BPL Mobile, but 
in terms of what it does to its rela- 
tionship with Hutch, it's priceless. 
PRIYA SRINIVASAN 
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GECIS-Lowdown 


The routine post-divestment FAQs. 





Departing employees: No fear; they will be back tomorrow 


Will it still be called GECIS Global? 

No one knows. Consultants are still debating the use of the GE logo 
and the renaming of the company. In effect, GECIS employees do not 
know if it is ok to sport GE sweatshirts. And everyone is watching to 
see whether they would be ok with wearing sweatshirts with any 
other name. 


Has third-party business taken off? 

That’s a mild word to use; it has rocketed. Six new clients have been 
added in the run-up to the closure of the deal. And the company is 
in discussions with 20 others. This, with all of three people in 
marketing (the number will increase to 30 by next year); some of the 
business is coming through investors General Atlantic Partners and 
Oak Hill Capital Partners. 


Are some processes being transferred back to the US? 

No. However, CEO Pramod Bhasin says that a 1,000-people process 
for a credit card company based in the us will be transferred to a 100 
per cent-owned GE entity to which GECIS will provide support in the 
form of hiring and training. 


Are people quitting in droves? 
No, says Bhasin. Yes, says a former employee who is now Senior Vice 
President at a Bangalore-based business process outsourcing (BPO) firm 
(he quit after the divestment). “The deal was not communicated well 
to the team and only some of them got stock options, while others 
felt left out.” With the GE name gone, adds Ravindra Datar, a 
consultant with Gartner, it may be difficult to retain people. “From 
working on core processes in a captive (BPO) to doing support line 
work, there may be less pride.” Neither point of view is borne out 
by data provided by the company: attrition rates, claims Bhasin, have 
been the lowest in November, “a lot of ex-employees are getting in 
touch (with us) and the quality of resumes is better than ever”. 
SUPRIYA SHRINATE 
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All-day TV Ratings 


SEC ERR 9-0 

SEC В ERR 9.6 

SEC i! 10.2 
SEC Df [tod 10.3 


TV viewing increases with decreasing SECs, SEC A shows 
relatively lower viewing 


Time Spent (in minutes) 


SEC ERR 6.265 

SEC В [ee 6,680 

SEC C Eun] 6.854 
SEC ОЕ i ——— 6,912 


Time spent on TV lowest among SEC A 


|" THE PAST FEW MONTHS, THREE 
channels: StarOne, Discovery 
Travel & Living, and Zoom, have 
set out to capture viewers from SEC 
A, the highest socio economic clas- 
sification. There’s method in this 
madness as the numbers above 
indicate: in an eight-week period, 
the aggregate duration spent by 
viewers from sec A households was, 
at 6,265 minutes (that translates into 
112 minutes a day), the lowest; and 
for the same period, the average 
viewership, on any day and of any 
channel, by the same viewers was 9 
points (television ratings). So, will 
their gambit work? Well, for the week 
ended November 27, 2004, 
StarOne's share of sec A audience 
(15-34 years), as indexed to its total 
audience was a high 171, indicating 
a high skew towards elusive high- 
end viewers. 

SHAILESH DOBHAL 
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You can check out any time yov like. 


Duk you can never leave. 





There's a place where the earth meets 


the sun. Where the sky meets 





the sea. Where France meets 
India - in heritage, cuisine and 
architecture. Where mind meets body 
at a Yoga or Meditation workshop 
Where a potter's wheel meets peaceful 


hands - turning out the most exquisite 





terra cotta. Where you meet pex »ple of 
motley cultures, colours and listen to 
enchanting stories. And where you 


meet yourself. 
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3th леа dean festival: Jan 4-7, 2005. Gide time a break. 


www.tourisminpondicherry.com 
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The 100 Per Cent Manager 


100 per cent arbitrageur C. Sivasankaran acquires all of Barista. 


HERE ARE SOME SIMPLE RULES BY 

which C. ‘Siva’ Sivasankaran 
runs his business. The us-based non- 
resident Indian Chairman of the 
Sterling Infotech Group of compa- 
nies, his associates say, believes in 
contrarian plays. If all other com- 
panies are doing things a certain 
way, the legend goes, Siva will do it 
another way. Then, they add, he 
could enter or exit any business 
(the stress is on the word any), buy- 
ing or selling companies, if the price 
is right. And, they continue, he 
doesn’t broach any interference: 
All his ventures, in telecom and 
food (Sterling runs a profitable cof- 
fee-vending business) are wholly 
owned. “He believes that this is a 
matter of faith for the success of 
any (of his) businesses,” goes the 
refrain. In hindsight, then, the fate of 
Tata Coffee’s 34.31 per cent stake in 
Barista Coffee Company (BCC) was 
sealed the day Siva acquired Turner 
Morrison’s 65 per cent stake in the 
company (that was in April 2004). 

Sivasankaran is believed to have 
paid Rs 30 crore for the 65 per 
cent stake, almost the same amount 
that Tata Coffee is reported to have 
paid for its 34.31 per cent stake, and 
he is believed to have struck a 
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Siva's coffee: A scene at Aiwo, Chennai 


bargain with the latter for its stake as 
well, paying just around half what it 
did. *We decided, at the highest 
level, that it made sense for Sterling, 
which has a coffee vending machine 
business, to take over BCC," says 
M.H. Ashraf, Managing Director, 
Tata Coffee. Then, the Tata Group 
is used to doing business with Siva: 
In March 2004 it acquired his com- 
pany Dishnet DSL (isp and broad- 
band), and its Taj chain offers 
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consultancy services to Aiwo (the 
name is supposed to mean help thy- 
self in Chinese), a health food 
restaurant chain the man has 
started; there are two Aiwos in 
Singapore, two more in Chennai, 
and plans are on to move to 27 
more cities in 2005 (the concept is 
pretty unique in India, with an 
island kitchen and the food coming 
around in conveyor belts). 

The three businesses’ coffee 
vending (Sterling has 1,750 
machines across the metros, under 
the Fresh & Honest Café umb- 
rella), Barista and Aiwo will be 
realigned, Sivasankaran's associates 
add, with the obvious target of rea- 
ping synergies. The man, the buzz 
goes, could well invest Rs 500 crore 
in this business. “We are working 
towards being an integrated food 
and beverage company," says 
T.V. Krishnamurthy, Director, BCC. 
“Sivasankaran is passionate about 
this business and Barista will touch 
400 outlets in the next three years 
(it has 120 now)." The passion 
could be a first: Siva isn't really 
known for the sentimental attach- 
ment of an entrepreneur. 

SHAILESH DOBHAL AND 
NITYA VARADARAJAN 


The Next $20-Billion Big Thing 


What is it? 

Global pharma outsourcing. 
How big is the market? 

$20 billion (Rs 88,000 crore). 


What are the segments of the market? 

Manufacturing outsourcing or the supply of active 
pharmaceutical ingredients (APIS) or bulk drugs, 
and intermediates; customised chemistry services 


outsourcing (clinical and pre-clinical trials). 

Is there a nice fragment of jargon one can use 
to describe this? 
Yes, CRAMS (contract research and manufacturing 


services). 


(read: contract research); and drug development 
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Who are the beneficiaries? 
Some dozen Indian firms, including hotshops Divi's 
Laboratories and Matrix Laboratories. 


E. KUMAR SHARMA 
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DaimlerChrysler India Private Limited - Customer Assistance Centre: Sector 15-A, Chikhali, Pimpri, Pune 411 018. Tel: (020) 2750 5325/5326 Fax 
1006 Fax: 26821013 (Service Station) Tel: 26922334 West Delhi: Tel: 51022304/05/06 Fax: 51022306 (Service Station) Tel: 51022307 Connaught Plao 
CHANDIGARH: Tai-Pan Traders Ltd. Tel: (0172) 2651768/2651734 Fax: 2653330 Ll DHIANA: Tai-Pan Traders Ltd. Tel: (0161) 5086333/444/555 Fax: 50! 
Motors Pvt. Ltd. Tel: (0484) 2706432/2706332 Fax: 2706264 (Service Station) Tel: 2706987 Fax: 2706264 CHENNAI: Trans Car (India) Pvt. Ltd. Tel 
28515583 Fax: 28522657 (Service Station) Tel: 28522981/28518194 Fax: 28522657 HYDERABAD: Adishwar Auto Diagnostics Pvt. Ltd. - Mahavir Moto 
Fax: 56627986 (Service Station) Andheri: Tel: 55701191-95 Fax: 28262761 (Quick Service Station) Worli: Tel: 24900025 Fax: 24983122 Sanghi Motorci 
4006 Fax: 4014008 (Service Station) Tel: 4102500/2600 Fax: 27148250 AHMEDABAD: Cama Motors Ltd. Tel: (079) 25502792/25505281 Fax: 2551 


Fax: 24518838. *K=Kilowatt. Accessories and features shown may not be part of standard equipment. Mercedes Benz passenger cars: series W203 meet | 





a 
The new Mercedes-Benz C-Class. 





lhe new C-Class sure makes a powerful impression. Get the adrenaline flowing with the super-charged gasoline 
engine in the C 200 Kompressor (116 K* & a peak torque of 221 Nm at 3500-4500 r/min) or the turbo-charged 
diesel engine in the C 220 CDI (104 K* & a peak torque of 340 Nm at 1800-2300 r/min). Get thrust М 
new 6-speed manual transmission with direct linkage and 5-speed automatic transmission with touch shift. Fe 
the agility with DIRECT CONTROL for sharper handling and more direct steering ratio. And the cruise ‹ 


‘Speedtronic’ variable speed limiter makes driving more delightful. 


High-end technology and revolutionary innovations are the basic tenets of the Mercedes-Ben; philosophy 


( witness these in the Headlamp Assist (automatically activated headlamps), electrically folding outside r« 
mirrors adjustable from inside the vehicle with integral turn signal repeats, power steering with safety steering 
J column, four dial design instrument cluster with white lighting, chrome surrounds and illuminated need! | 


housing a vertical multifunction display and service level indicator (Assyst). Plus many more unique feat 
which set standards in detailing and automotive excellence. 


lake the new Mercedes-Benz C-Class for a drive. And get charged up. 





Mercedes-Benz 


The Future of the Automobile 
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50 5959 E-mail: dccac! @daimlerchrysler.com; Website: www.mercedes-benz.co.in NEW DELHI: T & T Motors Ltd. Okhla: Tel | ) 

р 68 353000/23323279 Fax: 23327309 Patel Auto Services Pvt. Ltd, Rajendra Place: (Authorised Servici tion) Tel: 25711328/4 | i 
ANGALORE: Sundaram Motors Tel: (080) 22123781/22213771 Fax: 22273533 (Service Station) Tel: 22123 Fax: 222 COCHIN: Rajasree 
349715/24323126/27 Fax: 24320936 (Service Station) Tel: 26241400 Fax: 26245982 (Quick Service Station) Tel: 281 + Sundaram Motors Tel 6 


40) 55668008/8009 Fax: 23306132 (Service Station) Tel: 55581010 Fax: 23306134 MUMBAI: Auto Hangar (India) Private Ltd. Tel: (t 
l: 23842244/23804256 Fax: 23805595 (Service Station) Tel: 24962117/2118 Fax: 24965910 PUNE: Millennium Motors Pvt. Ltd. 1 
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Ceylon Biscuits’ Wickramasingha: Waiting for goods to be delivered 


Cookie Capers 


The story of a Lankan cookie king's acquisition travails. 


O* 16TH OF AUGUST THIS YEAR, WHEN MINEKA P. WICKRAMA- 
singha, Chairman of Ceylon Biscuits, made out a cheque of 
Rs 12.50 crore for Bakeman’s Industries’ biscuit plant at Patiala, 
Punjab, he expected to get control of the 6,000-tonne-a-month 
facility in a matter of weeks, if not days. Four months on, the cookie 
major from Sri Lanka is still waiting for the plant to change hands, 
and he may well be in for a long legal battle ahead. 

What went wrong? To put it simply, he underestimated the 
complexity of doing business in India. Here’s what happened: 
Bakeman’s, which had gone belly up and owed banks and financial 
institutions about Rs 32 crore, is put under the hammer by lead 
lender, Sicom (State Industrial and Investment Corporation of 
Maharashtra). Ceylon Biscuits pips local bidders like Parle with its 
Rs 12.50 crore offer. Sicom, in whose favour the cheque has been 
drawn, encashes the cheque on August 21. But before it can trans- 
fer the factory, Bakeman’s former Managing Director, Rajiv Gupta 
(the estranged brother of Candico’s Sanjiv Kumar), files a case in the 
Delhi High Court, stating, among other things, that the valuation 
is too low. Matters move to the Supreme Court, which asks the High 
Court to decide within a week whether Gupta’s appeal is valid. But 
before the Delhi High Court’s hearing could come up on December 
1, the Customs department, which is owed money by Bakeman’s, 
files its own charges against Gupta. 

When Br went to press, the Delhi High Court was slated to hear 
the case on December 15. Wickramasingha, who owns another bis- 
cuit factory in Pondicherry that he bought from the Murugappa 
Group, plans to sue Sicom for not transferring the plant, although 
it has encashed the cheque. But Sicom’s Associate Vice President, 
Shyam Mahale, told BT that it was waiting for a court directive with- 
out which it could not transfer the asset. Does all this make 
Wickramasingha a bitter man? No. “I like India; I won't give up the 
fight.” The Sri Lankan, a follower of Aurobindo, may lack the cun- 
ning of local businessmen, but he isn’t short on spunk. 

R. SRIDHARAN 
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TOP THREADSD 


Satrorial 
Savvy 


Five YEARS AFTER SETTING UP SHOP 
in India, Paulo Zegna, сео, 
Ermenegildo Zegna, hasn't found any 
takers for Vellus Aureum, a suit fabric 
made of superfine wool that retails at 
Rs 6,50,000 a suit, but is still san- 
guine about the prospects of the 94- 
year-old company in India. The com- 
pany, renowned for its exclusive fab- 
rics, set up shop in India in 1999 
at Mumbai’s Crossroads Mall. Now, 
five years and a limited-commercial- 
success later, it is opening a second 
shop in Mumbai; a Delhi outlet will 
come up in 2005; and then, the com- 
pany will move to Bangalore and 
Kolkata. “We have had an extremely 
positive experience in China, and | 
am sure we will replicate the suc- 
cess here,” says Zegna (pronounced 
Zenia). The Indian connection, how- 
ever, has already proved profitable 
for the fourth-generation fashion 
house. Its Guru suit, influenced by 
the traditional Indian closed-neck suit 
(bandhgala) has received critical and 
commercial acclaim. It isn’t made in 
India, though. 

ABIR PAL 


e" Ermenegildo’s 
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B dn: WRITER WOULD LOVE TO 
use the phrase ‘blessing in 
disguise' in the opening sentence 
of this composition. It's popular, 
editors love it, and so do readers. 
Only, the expression seems com- 
pletely inappropriate given what 
Shankar Sharma (and his wife 
Devina Mehra) has been 
through. Sharma went to jail for 
a month, his wife and he were 
served 200 personal summons 
by various investigative and regu- 
latory arms of the government, 
his offices and home were raided 
25 times, and his firm, First 
Global, was, on April 19, 2001, 
barred from conducting business 
under Section 11b of the $ЕВ! 
Act by India's stock market 
watchdog, the Securities and 
Exchange Board of India. 

The 41-year-old former Citibank employee got 
into trouble when SEB! alleged that First Global had 
played a part in bringing the stock markets down 
on February 28, and March 1 and 2, 2001 (a 176- 
point crash) by selling heavily. The firm had done so, 
the theory went, because Sharma was a shareholder of 
Buffalo Networks (he held 14.5 per cent in it), a 
media company that owned (and owns) Tehelka.com, 
and knew that the web site would soon go public with 
the findings of Operation Westend, a sting-investi- 
gation that had unearthed entrenched corruption in 
the defence ministry and the political establishment. 
That, the site did on March 13—the investigations into 
First Global's behaviour on February 28, and March 
1 and 2 started after this—and Sharma's life changed 
for ever. India's Ministry of Defence was under- 
standably upset with Operation Westend and its 
Ministry of Finance with the happenings on the three 
dates in question (they followed the presentation of a 
reasonably business-friendly budget by Yashwant 
Sinha, the then Finance Minister). 

The Joint Parliamentary Committee that investi- 
gated the stock market's strange behaviour exonerated 
First Global way back in February 2002, and with the 
Securities Appellate Tribunal (SAT) removing the ban on 
the company recently, Sharma can soon have his 
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:. A Different Street 


Wall Street, not Dalal Street, is the focus of First Global now. 


Bombay Stock Exchange and 
National Stock Exchange termi- 
nals reactivated. Only, India will 
now account for a very small 
part of First Global’s business. 
“India will never occupy the 
same importance it did earlier 
to us,” says Sharma, in a happy 
mood not just because the ban 
has been lifted, but also because 
Devina has just given birth to 
the couple’s first child, a girl. 
“There are other markets in the 
world and our objective is to 
conquer Wall Street, not so 
much Dalal Street.” 

It was the ban on trading in 
stocks in India that forced First 
Global to change its focus. The 
firm became a member of the 
London Stock Exchange and 
NASDAQ, and has actually been 
putting out research on Wall Street. Its newsletter 
The Fortnightly Review has a following of sorts and its 
India report (put out in late November) was a bit of a 
hit. In the first week of December, points out Sharma, 
First Global downgraded Wal-Mart's scrip, the only 
other firm to do so being Goldman Sachs. “Our 
research is respected,” he smiles. “We have come a long 
way from doing Acc and Bajaj Auto.” 

Now, Sharma, who has become an optimist on 
India—“There is a judiciary that works,” he gushes; 
however, with the previous National Democratic 
Alliance out of power, and a new United Progressive 
Alliance now ruling India, the Tehelka investiga- 
tions have been turned on their head with their 
objective no longer being to understand the motives 
and the source of finances of the web site, but to 
actually investigate and indict those individuals 
shown to be taking money and promising favours in 
the video (that's a no-brainer, isn't it2)—is looking to 
start an asset management company overseas. In all 
probability, he adds, First Global Asset Management 
will kick off with a hedge fund. He points to Running 
Money, a book by star hedge fund manager Andy 
Kessler that is lying on his table and shrugs. Well, the 
man can write a book himself. 
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$ IF HE DIDN'T HAVE ENOUGH 
A: do. Montek Singh Ahlu- 

walia is Deputy Chairman 
of the Planning Commission, the 
informal economic advisor to the 
Prime Minister's Office (PMO), and 
Prime Minister Manmohan Singh's 
trusted lieutenant who has been 
asked to keep an eye on all infrastr- 
ucture projects under way, upgrade 
delivery systems in association with 
other ministries to ensure that policy 
initiatives do meet their stated objec- 
tives, and analyse the economic imp- 
lication of programmes other minis- 
tries wish to launch. Now, the man 
has also got to appoint regulators. 
Just days after talking of the need to 
appoint a regulator for the sugar 
industry, he is now mooting the idea of one for the civil 
aviation sector. And he has asked the Confederation of 
Indian Industry (СІ), an industry lobby, to make а 
presentation to him, on December 23, of what it beli- 
eves the regulators should do. That's a fair move: in 
most areas where regulators are needed, the govern- 
ment or state-owned firms are still major players. 

In ideal circumstances, regulation should result in 
perfect competition. That hasn't happened in any of the 
sectors where regulators have been appointed in India, 
with the exception of insurance where the Insurance 
Regulatory Development Authority has done just this. 
The telecom regulator, TRA! (Telecom Regulatory 
Authority of India), has been accused of being partisan 
by private sector players at some times and by the state- 
owned firms at others, and much of the ongoing 
deregulation of the sector can be attributed to litiga- 
tion rather than the agency's activities. The electricity 
regulators, the Central Electricity Regulatory 
Commission (CERC) at the Centre and the state elec- 
tricity regulatory commissions in the states haven't done 
much for the cause of power sector reforms, although 
the passing of the Electricity Act of 2003 should 
change all that (unless, of course, the communist par- 
ties decide to play spoilsport). And although the ban- 
king and stock market regulators, Reserve Bank of India 
(RBI) and Securities and Exchange Board of India (SEB) 
are as good as their peers in the First World, they 








Planning Commision's Ahluwalia: Now a super-selector for regulators 


haven't really covered themselves in glory with their 
handling of the co-operative banks issue and successive 
stock market scams respectively (indeed, orders passed 
by SEBI are routinely overturned by the Securities 
Appellate Tribunal). 

Don't knock the government's efforts or the track 
record of various regulators, says Sunil Sinha, a con- 
sultant at National Council of Applied Economic 
Research, pointing out that there is no single ideal, no 
one model (of how some other country has done it) 
that can be replicated. Ergo, he adds: "Regulators in 
India have to evolve along with the challenges and 
problems faced by the market." 

Still, contends Vinayak Chatterjee, Chairman, 
Feedback Ventures, and the person who will be making 
the CIi-presentation to Ahluwalia, this is the time for 
radical change. *Unless effective regulatory authorities 
are put in place," he adds, “investments from foreign 
and domestic companies will not happen." Chatterjee 
speaks of a three-stage approach that could address the 
problem: one, fine tune the powers of TRAI and CERC; 
two, appoint sector-specific regulators for infrastructure 
sectors such as civil aviation, ports, roads and highways, 
and oil and gas; and three, appoint regulators for 
railways, and water supply and sanitation, the new areas 
being opened up to private sector participation. India’s 
tryst with regulators begins now! 
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Are the best minds in medicine 


busy fighting disease, or gravity? 
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"India Is Israel's First Priority" 


HUD OLMERT, THE VICE PRIME 

Minister of Israel—he also bolds the 
industry, trade, labour and communi- 
cation portfolios—was in Bangalore 
recently with a 100-member business 
delegation. He outlines the future of 
the economic relationship between the 
two countries in an interview with BT's 
Venkatesha Babu. 


Prime Minister Sharon was here in September last and 
you are here now. India... 

(Interrupting) India is the first priority for Israel in our 
future business relations. We view it as a long-term 
strategic partner that has a modern, hi-tech, sophisti- 
cated industry. 


Since establishing full-fledged diplomatic relations with 
India, bilateral trade has grown from around $200 million 


Environment and Pricing Decisions 





in 1992 to $2 billion in 2004... 
We hope to expand this even more 
significantly. 


Apart from the software sector, are there 
other areas where India and Israel could 
collaborate? 

Israel is a world leader in agro-technology 
and irrigation systems. In homeland secu- 
rity, India could use advanced technologies 
we have developed. Biotechnology is another area. 


You have announced an R&D fund. In what areas... 

This is a $2-million (Rs 8.8 crore) research and deve- 
lopment (R&D) fund. There is enormous potential in the 
partnership. In the beginning money will come from 
the governments, but subsequently it will come from 
private resources. It might be 10 or 20 times more than 
the initial investment. 





Sushil Kumar 
| 
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^| Strongly Believe 
In R&D” 


NU d A CLIENT LIST THAT 
includes 90 per cent of the 
Fortune 500, and an amazing 
chain of unbroken revenue growth 
since its inception in 1976, largely 
the result of the company’s cut- 
ting-edge analytics and business 
intelligence software, it’s no surprise 
that James H. Goodnight, the 


Executive Officer (CEO) of SAS, the 
world leader in business intelli- 
gence software, names R&D as the 
source of sustained growth, On his 
first visit to India, he spoke to BT's 
Alokesh Bhattacharyya. 


SAS commenced its India operations 
in 1997, yet your first visit here 
comes after almost eight years. Is 
this a reflection of how you feel about the Indian market? 

Well, the World Economic Forum (WEF) (note: Goodnight was in 
India to co-chair a session at the WEF’s India Economic Summit, one 
on what it would take to make Indian companies global) gave me a 
good reason to come here. 





VIVAN MEHRA 


Why are you so focussed on R&D? 

We spend so much on research and development (R&D) because we 
listen to our customers and keep adding to our products what they 
need and want. We have a system where our customers, worldwide, 
vote on features they want to see added to our products. 


What are the global trends in terms of adoption of high-end analytics 
software by companies? 

Analytics is probably one of the hardest growth areas. Companies 
have, over the last 15 years, adopted mostly enterprise resource plan- 
ning (ERP) systems, which do a poor job of predictive analytics; it’s dif- 
ficult to forecast process behaviour. That's where Bi (business intelli- 
gence) software comes in. And that is why we are seeing a 30 per cent 
year-on-year growth in our business in India. 


What about the Indian market? 

India is in an excellent position to take advantage of analytics of sas. 
I would love to see the government of India use it more. It can help 
them, say, find tax defaulters. A lot of companies use SAS for fraud 
detection; Amazon.com uses SAS to reduce credit risk. 
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61-year-old founder and Chief 





D-COMPANYP 


Two That 
Won't Go Away 


HERE ARE TWO COMPANIES 
that have ceased to be in 
India, yet their saga continues. 
The first is Daewoo Motor 
India—the last car rolled out of 
its plant way back in 2002— 
which has now come under the 
scanner of the Department of 
Company Affairs (DCA) for alle- 
gedly, between April 1996 and 
March 1997, cheating Indian 
financial institutions out of $36.9 
million (Rs 129.9 crore at the 
then exchange rate). For the 
record, this was the first case 
referred to the Serious Frauds 
Investigation Office (SFIO), a 
government-agency created to 
look into corporate frauds. 
The second is Dabhol 
Power Company (DPC). A six- 
member Group of Ministers led 
by Defence Minister Pranab 
Mukherjee is evaluating the 
merits of handing over the con- 
troversial 2,184-Mw plant to the 
GE-Bechtel combine that owns 
an 86 per cent stake in the 
company. There's merit in doing 
so: if the company doesn't start 
operations, the government 
may have to pay Rs 24,000 
crore to settle various cases 
and arbitration proceedings. 
However, the government will 
have to parallely work on 
addressing the concerns of 
domestic financial institutions 
that have loaned ppc Rs 6,200 
crore. It's a live one. 
ASHISH GUPTA 


DOES YOUR COMPANY 
CASH FLOW STATEMENT 


REFLECT ENERGY EFFICIENCY 
AS A SOURCE OF REVENUE ? 


You may be missing out on a bright 
business opportunity 





Energy didis helps in 
Improving Financial Bottom Line 


IREDA makes it easy with attractive financial packages 
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SCOUT ADAMS 


TELL EVERYONE IT'LL WHAT'S ALL THAT 
BE THERE INA SNIFFING ABOUT? 
MINUTE. DO YOU HAVE A 





THE COOTIES ARE 
BURROWING INTO 
MY SKIN. 


I HOPE THAT'S WHAT 
MOTIVATION LOOKS 
LIKE. 
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SHOME BASU 


Polymer tiger: Alan G. MacDiarmid 


BLEEDING EDGED 
Disposable 
Circuits 


AN ONE PRINT A CENTRAL 
Processing Unit's circuit from a 
normal laser printer and use it? “It is 
not improbable in the near future,” 
comes the improbable reply. The 
only solace: the man answering the 
query is not your everyday science 
fiction enthusiast; he is 77-year-old 
Alan Graham MacDiarmid, a Nobel 
laureate (Chemistry, 2000, for his 
work on conducting polymers). 
Conducting polymers? Well, 
MacDiarmid, a naturalised us citi- 
zen of Kiwi origin, was awarded 
the prize, along with fellow resear— 
chers Hideki Shirakawa and Alan 
Heeger, for inventing a way to 
make plastic conduct electricity. 
How can a printout, on normal 
paper, and from a normal printer, 
behave like a true circuit? It works 
like this: a negative of the circuit 
is printed with a laser printer; this is 
dipped in polymer solution so the 
polymer marks a trace over the 
toner in the printout; and finally, it is 
dipped in toluene, which erases 
the toner, and you are left with a 
polymer circuit, capable of con- 
ducting electricity. Possible, well. 
MacDiarmid, in India recently 
to deliver a lecture to employees 
of Noida-based chemicals and 
drug manufacturer Jubilant 
Organosys, already uses such 
circuits (printed out from his sec- 
retary's laser printer) for use in 
sensors to detect the level of 
ripeness of fruits such as bananas 
and peaches. Fruity? You bet. 
ALOKESH BHATTACHARYYA 
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A Budget Curtain-raiser 


If the FM's speech at the World Economic Forum is any indication, Budget 2005 will rock. 


ITH LESS THAN THREE MONTHS 
to go for the government's 
annual statement of accounts and 
economic mission statement rolled 
into one (the Union Budget), it 
makes sense to sift through the 
Finance Minister's and the Prime 
Minister's pronouncements at pub- 
lic fora for between-the-line hints of 
what could be. However, Finance 
Minister P. Chidambaram's Decem- 
ber 5 speech at the India Economic 
Summit organised by the World 
Economic Forum (WEF), one listened 
to by 700-odd delegates from 33 
countries, obviates the need for 
such analysis. Not only did the 
speech signal the United Progressive 
Alliance (UPA) government’s resolve 
to push on with the process of 
economic reform, it actually listed 
some of the things that will obvi- 
ously be dealt with in Budget 2005. 
Among the measures Chidam- 
baram announced was one that said 
private banks could now acquire 
up to 74 per cent stake in a pri- 
vate Indian bank, an economic initi- 
ative of the previous National 
Democratic Alliance (NDA) govern- 
ment (it had issued a notification on 
March 5 this year but the issue had 
since been put in storage). 
The WEF summit was also the 
occasion chosen by the minister to 
announce the members of his 


SHOME BASU 





P. Chidambaram: Dressed for business 


Investment Commission; the crea- 
tion of the commission itself was 
announced in his Budget speech 
earlier this year, part of an effort to 
raise $150 billion (Rs 6,60,000 
crore) worth of investment in infra- 
structure sectors such as ports, 
roads, telecommunications, power, 
airports, and oil and gas. The names 
he announced were heavy enough 
to merit a front-page mention in 
all economic dailies: Ratan Tata, 
Chairman, Tata Group (he is the 
head of the three-man commission); 
Deepak Parekh, Chairman, HDFC; 





AtThe Metropolitan hotel nikko new Delhi, we believe in providing 
you luxury in blend with our warmth and affection. So come and oe 
experience our dedication everywhere because these small things 

matter the most. Unique as it may be, the setting would be nothing 
without the smile and service that brings it to life, 


and Ashok Ganguly, former 
Chairman, Hindustan Lever Limited 
(HLL). “It is the business of our gov- 
ernment to create an environment 
which is investor-friendly and where 
you (investors) can make money,” 
he said in his keynote address, 
adding that the Investment Commis- 
sion, which will be backed by the 
government, would have full autho- 
rity to act as the government's face 
while interacting with foreign and 
domestic investors, and would, 
hopefully, remove some of the 
impediments in the way. 

During the same speech, 
Chidambaram also mentioned that 
the government was committed to 
raising the foreign direct invest- 
ment (FDI) ceiling in the insurance 
sector (a move that has been oppo- 
sed by the government's key allies, 
the communist parties), and the 
introduction of a new pension sys- 
tem (and the appointment of a pen- 
sion fund regulator). And both the 
Finance Minister and the Prime 
Minister have already hinted of 
the coming large-scale reform in 
the country's direct and indirect 
tax structure. Clearly, Budget 2005 
will pack a punch. Then, didn't we 
already tell you that? (See Now 
Wait For Next Year, Business Today, 
August 1, 2004). 

ASHISH GUPTA 
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~ How Low Will The Dollar Go? 


Lower, and India Inc. will have to hedge its dollar earnings far more carefully now. 


HE RUPEE, EVERYONE 

who has any dealings 
in the foreign exchange 
market know, has been 
displaying a tendency to 
appreciate against the dol- 
lar. Still, the rapidity of it all 
caught everyone by surprise 
when, between November 
24 and December 6, 2004, 
the dollar fell from Rs 45 to 
Rs 43.54. With foreign ins- 
titutional investors pump- 
ing dollars into the market, the Reserve Bank of India 
(RBI) had no option but to abandon its traditional dol- 
lar-supporting strategy. However, well before it 
reached its April 1 low of Rs 43.37, players in the forex 
market started booking profits (similar profit booking 
is happening in other markets too, and explain why the 
dollar has suddenly started appreciating against the 
Euro and the Yen). *The combination of these two 
events explains why it (the dollar) has appreciated 
sharply (by more than a rupee in just four days to trade 
at Rs 44.79)," says V. Rajagopal, Chief Dealer (Forex), 
Kotak Mahindra Bank. Most experts, however, are 
convinced that the appreciation is a temporary pheno- 
menon and that the dollar should start depreciating 
again, from around the end of January 2005. Rajagopal 
expects it to trade in the Rs 42.50-43 band by March. 
And Ashish Agrawal, Vice President, 05р Merrill 
Lynch, believes that it will trade at “Rs 43-levels” 
by June next. India Inc., he adds, will not be affected 
because the rupee “is depreciating against other cur- 
rencies on a trade-weighted basis”. 

The country’s exporters would beg to differ: 65 per 
cent of India’s exports are in dollar-terms. “For the past 
15 days, a declining dollar was a cause of concern to 
us,” says M. Rafeeque Ahmed, President, Federation 
of Indian Export Organisations. Ahmed is relieved 
that the trend has been arrested but warns that “a con- 
tinuing slide like last year, when export growth slipped 
to 8.44 per cent in the first seven months because of a 
declining dollar, could spell trouble for exporters.” The 
way out is easy in theory—“Hedge against the declining 
dollar by buying forward contracts and getting as 
much of the invoices in Euros as possible,” advises Ajit 
Ranade, Chief Economist, Aditya Birla Group—but 
difficult in practice. “A significant portion of India’s 
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exports is still invoiced in 
dollars because India’s 
trading partners have not 
moved to Euro-invoicing,” 
says Mohan Shenoi, Trea- 
surer, Kotak Mahindra 
‘Bank. And the Euro is 
much more volatile than 
the dollar, making hedging 
an expensive proposition, 
most small and mid-sized 
exporters are content to 
hedge 30-35 per cent of 
their earnings. Succour, if any, will have to come from 
the European Union itself, whose member countries, 
notably Germany, have been vocal about the brutal 
impact of a rising Euro on their export earnings. 
ASHISH GUPTA AND NARENDRA NATHAN 
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ARLY THIS DECEMBER, WHEN ICICI BANK'S K.V. KAMATH TOLD 
reporters at the sidelines of the World Economic Forum's annual India 
jamboree that bank stocks were undervalued, he wasn’t being wish- 
ful. After all, last year was a good time to be a banker. Falling interest 
rates, a pick up in demand for loans, especially from the retail sector, 
and fat (and effort-free) profits from treasury operations meant that the good banks 
got better and those positioned precariously got an opportunity to write off their 
bad loans and provide for those they hadn’t. Besides, with asset securitisation 
making progress, albeit haltingly, (there are three asset reconstruction companies 
in India now with acquired assets of Rs 9,631 crore), there’s a new spring in the 
step of your friendly banker. 

Take a look at what's happened at some of the top banks. HDFC Bank, which 
tops the list once again this year, has reduced its non-performing assets (NPAs) as 
a percentage of total advances from 0.4 per cent to 0.16 per cent; State Bank of 
Patiala, which retains its #4 slot, has wiped out the 1.5 per cent NPAs that were 
there on its books last year. Oriental Bank of Commerce has not just moved up 
from #8 to #5, but also got rid of the 1.4 per cent NPAs. That even as these banks 
grew their business between 24 per cent and 41 per cent last year. 

That things are increasingly looking up for the sector wasn't lost on Dalal Street, 
where bank stocks were red hot. In the 12 months to March this year, the BsE 
Bankex Index rose from 1,393 points to 2,993 points—a 115 per cent jump, com- 
pared to BSE Sensex’s 82 per cent gain in that time. While it took a huge dive in 
May (because of expectations of rising interest rates, policy uncertainty апа. 
earnings risk in terms of higher agri-lending directed by the new government, 
besides lower treasury profits), it has now touched a new high of 3,495. With con- 
solidation in the air, the bigger banks getting ambitious still, and interest rates going 
up, things can only improve. Says Punit Srivastava, Analyst, Enam Securities: "At 
current valuations, near term interest rate uncertainties are being masked by strong 
credit growth and stable margins." 

Not surprisingly then, the 11th BT-KPMG annual list of India's Best Banks cap- 
tures this trend. Of the 59 banks ranked this year (another 27 banks with five 
branches or fewer have been ranked separately under the small bank category), 
five of the top 10 have made it to the honours roll for the last three years in a row. 
The four large foreign banks—Citibank, ABN Amro, HSBC and Standard Chartered— 
continue to remain in the top 10 as they capitalise, launch new products and 
expand their distribution reach, and gear up to partner with an India Inc. that is 
going global. (An interesting bit: A new private bank, Kotak Mahindra Bank, debuts 
on the list and straightaway at the eighth position.) 

But are the stronger banks getting stronger and the weaker banks falling by the 
wayside? On the face of it, yes. HDFC Bank, for example, has held on to its top 
perch. Citibank, which had slipped to #7 last year from being #4 the year before, 
has clawed back up to the #2 position. In contrast, there’s no significant 
improvement in the bottom end of the list. Its denizens like Punjab & Sind Bank, 


Dhanalakshmi Bank and Centurion Bank haven't managed to deal with their NPA — 


problems to the same extent as the other banks. Punjab & Sind Bank's NPAs as a 
percentage of net advances was a high 10.9 per cent last year, and this year it has 
come down to 9.6 per cent. Dhanalakshmi's down from 9.7 per cent to 7 per cent, 
but as is obvious, the figures are still too high. 

Interestingly, though, some of the banks from the middle order—especially 
Vijaya Bank, uri Bank and IndusInd Bank—have managed to catapult themselves 
into the top 20 this year. Consider IndusInd. Last year, it stood at #35. This year 
it has soared to the 19th position. What's happened in the meantime? Its deposits 
have jumped from Rs 8,598 crore to Rs 11,200 crore, net profits are up from 
Rs 90 crore to a whopping Rs 262 crore, and loan loss cover, which 1s provisions 
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for bad loans as a percentages of 
overall bad loans, has improved from 
14.6 per cent to 18.1 per cent. Yet, 
the bank has some way to go. Its 
NPAs still stand at 2.7 per cent of 
net advances and are growing at a 
rate of 9.7 per cent. Bhaskar Ghose, 
the bank’s Managing Director, says 
that things are improving. “Focussed 
attention on operations and cus- 
tomer service, and concentration 
on a select mix of businesses, effi- 
cient treasury management and 
aggressive NPA management will 
improve things further.” 

Just the same, what's driving the 
performance of banks like HDFC, 
Citibank and Corporation Bank? A 
mix of factors. On the one hand, 
banks like these are aggressively cha- 
sing the retail consumer and wooing 
her with new products and services. 
On the corporate front, they are 
bundling services and offerings to 
lower transaction costs for their 


The Biggest Bank 


clients. Plus, they are pushing third- 
party products for fee-based income, 
since it allows them to sweat their 
fixed costs. But since competition is 
fierce in the business, especially in 
retail banking, these banks keep a 
sharp eye on their cost of funds. 
Says Sanjay Nayar, Country Head, 
Citibank: “We have been consistent 
in our strategy with four clear para- 
digms—increase distribution and 
reach, sell multiple products and 
consolidate the client wallet, have a 
keen eye on risk management, and 
invest keenly in brick-and-mortar, 
as well as people.” 

With the Reserve Bank of India 
pushing banks to conform with Basel 
II norms, which require higher capital 
adequacy and stricter provisioning 
for NPAs, there'll be greater pressure 
on India’s banks to become more effi- 
cient. And as they battle for market 
share, many will seriously consider 
mergers and acquisitions as the way to 


SBI beats the others hands down. 


үүт RS 3,18,619 CRORE IN DEPOSITS 
and average working funds of 
Rs 3,75,804 crore, the State Bank of India 
(spi) stands tall in the industry. The closest 
competitors aren't a third as big as SBI. 
Punjab National Bank ranks #2 in deposits, 
but has deposits of just Rs 87,816 crore. ICICI 
Bank is the second biggest as far as average 
working funds are concerned, but that stacks 
up to just Rs 1,06,593 crore. sei, which 
accounts for 18 per cent of all deposits with 
commercial banks in India, is able to mop up 
such large amounts in low-cost deposits be- 
cause of its sheer reach: it has 13,635 
branches spread all over the country. Can SBI 
hold on to its top slot? For the next few 
years, easily. There are other bigger banks— 
icici Bank, for one—that are growing 
aggressively. Last year, while sBı's deposits 
grew 7 per cent, those of new private banks 
swelled at 29.6 per cent. Add to it the 





A. К. Purwar 
Chairman and Managing Director, SBI 


“We have good size and 
excellent geography in 
India, and we would be 
interested in exploring 
acquisitions overseas” 


coming mergers and acquisitions (M&as), and sa/'s position will come under threat. 
Says A. К. Purwar, Chairman and Managing Director, sei: "We have good size and 
excellent geography in India, and we would be interested in exploring acquisitions 
overseas." To keep its lead, the banking elephant will have to learn to dance. 
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go. In fact, the first of the PSU 
consolidations is likely to hap- 
pen between Bank of India 
(#34) and Union Bank of India 
(#33), to create a public sector 
giant with Rs 1,40,000 crore in 
assets. Recently, IDBI converted 
itself into a bank and in the 
last quarter of the current 
financial year, IDBI Bank is to 
merge with it. Says M.S. Kapur, 
Chairman and Managing 
Director, Vijaya Bank, who has 
been talking of consolidation 
for the last two years: “Our 
aggressive forays into retail and 
thrust on expanding loan assets 
were strategies to sustain our 
profitability, knowing fully well 
that treasury profits are a tem- 
porary phenomenon." 

Banks, even if they are large, 
should keep in mind that bala- 
nce sheet strength alone is not 
going to help them in the 
future. Yes, size will help, but it 
will not make up for the lack of 
marketing nimbleness. Greater 
market share will be an asset, 
but the efficiency of operations 
and quality of assets will be 
more valued. And those that 
get this equation right will 
move up not just on the BT- 
KPMG annual survey, but also 
bourses. A fact that the coun- 
try's biggest bank, the State 
Bank of India, will discover 
from this year's survey. It has 
plunged from #19 to #36, not 
because its performance 
deteriorated last year. Rather, 
the other banks, most of them 
several times smaller than SBI, 
have vastly improved their own 
performance. 

The message from this 
year's survey: While growth 
is crucial, the quality of it is 
even more so. Global Trust 
Bank learnt that the hard way. 
Let's hope the other weaker 
banks get the message before it 
is too late. 
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The Most 
Productive Bank 


Not surprisingly, it’s the 
hard-charging Citibank. 


A NYBODY WHO HAS A CITIBANK CREDIT 
card will know why the bank is so 
profitable. Jokes apart, Citi is a lean, 
mean machine that pumps bucket-loads 
of profits, Productivity as measured by 
business per branch (Rs 1,681.9 crore), 
operating profit per employee (Rs 60 
lakh) and operating profit per branch 
(Rs 61.7 crore) are significantly higher 
than the next most productive bank: ABN 
Amro. One of the main reasons for the 
bank's high productivity is its small num- 
ber of employees—just 2,018 spread 
over 25 branches. That apart, it leverages 
technology to lower costs and increase 
customer stickiness. But it's not just pro- 
fits. The bank has improved overall to 
make a comeback on the list to the #2 
position from #7 last year. 





Sanjay Nayar 

Country Head, Citibank 

"We have four clear paradigms: 
increase distribution & reach, 
sell multiple products, focus 

on risk management and 

invest in people" 





The Safest Bank 


HSBC maintains its 
leadership here. 


H SBC |$ THE SAFEST BANK IN INDIA FOR THE 
second year in a row. The key 
parameters considered to assess safety 
are capital adequacy ratio (car) and loan 
loss cover or the provisions for non-per- 
forming assets (NPAs) as a percentage of 
NPAS. HSBC has a CAR of 14.5 per cent 
(12.9 per cent for the industry) and loan 
loss cover of 83.8 per cent. HSBC'S NPAS as 
a percentage of net advances are less 
than one, as against an industry average of 
2.9 per cent last year. Kotak Mahindra 
Bank too scores high on safety parameters, 
but it starts on a low base and is just 
one-and-a-half-year-old. Among the public 
sector banks, Corporation Bank scores 
high on safety parameters. Clearly, being a 
bit conservative pays. 





Niall S.K. Booker 
CEO, HSBC 


HSBC (#7) has big plans for 
India. It already owns 14.7 i 
per cent of UTI Bank, and is 
waiting to increase its stake 
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As the Indian economy looks to integrate more ` 
into the global economy, the banking industry - 
looks to keep pace. Key strategic elements: 

. Capital, Consolidation and Corporate Governance 


BY RUSSELL I. PARERA, MANOJ KUMAR VIJAI AND s. MAHESH 
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Managing Risk 


Strategic 
Advantage 


This is perhaps evident in the underlying tone of the reg- 
ulator as well. In a recently concluded cit conference on 
banking, Rakesh Mohan, the then Deputy Governor of 
RBI, while discussing the draft guidelines on ownership 
and governance in private sector banks in India issued 
by RBI in July 2004, stated: “The intention of the policy 
is to ensure adequate capital and consolidation in the 
banking industry with the regulator being aware of 
the intention of existing and potential shareholders." 


Need For Additional Capital 

The new financial landscape has been a key impetus for 
banks to start looking at strategies and new business 
models to operate. As per a recent survey on the sta- 
tus of the Indian banking industry conducted by 
Federation of Indian Chambers of Commerce and 
Industry (FICCI), about 84 per cent of the respondents 
claimed that Indian banks will require fresh issuance 
of capital to enhance their competitiveness. Increase in 
the capital deployed is required for providing banks 
with the ability to support a large growth in its busi- 
ness asset and deposit portfolio, clean up balance 
sheets, cushion against shocks and achieve critical 
mass, in addition to being compliant with current 


and future regulatory requirements. 


CREDIT GROWTH IN THE NEAR 

FUTURE IS EXPECTED TO BE STRONG 
With the improvement in the overall economy, there 
is a strong rebound in demand for retail and corporate 
credit. For example, the corporate lending activity 
that saw a flat growth over the past few years is ex- 
pected to grow in the near term, especially considering 
other factors such as the decreasing preference for 
banks to invest in government securities due to the rise 
in interest rates and having a lower risk weight. 


| | INCREASING EXPANSION INTO 
INTERNATIONAL MARKETS 

Many leading banks in India are increasingly seen to 
focus on building their presence and operations in in- 
ternational markets. Sufficient capital will need to 
be allocated by banks to meet these growth require- 
ments, including compliance with the foreign country 
regulations, etc. 


MIGRATION TO BASEL 11 WILL 
DEMAND MORE CAPITAL 

The Reserve Bank of India (RBI) has announced in its an- 
nual policy statement in May 2004 that banks in India 
should examine in-depth the options available under 
Basel II, which requires stringent and higher capital ad- 
equacy norms and allocation of capital towards market 
and operational risk in addition to credit risk. This im- 
plies that banks adopting approaches with a larger risk 
appetite will require to set apart more capital to 
meet the unexpected losses that go with it. However, 
there are opportunities in the advanced methods to 
also reduce the capital managed on the basis of better 
risk management practices—this in the Indian context 
may require banks to change the way they collate and 
use operational risk information. As per the RBI 
guidelines, banks are also required to draw up a 
roadmap by end December 2004 for migration to 
Basel II and review the progress made thereof at 
quarterly intervals. 


MINIMUM CAPITAL THRESHOLD INCREASED 
FOR PRIVATE SECTOR BANKS 


The recently-issued draft guidelines on ownership 


Banks adopting approaches with a larger 
risk appetite will require to set apart 
more capital to meet unexpected losses 
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Corporate lending activity, which 
saw flat growth over the past few 
years, is expected to grow in the near term 


and governance in private sector banks has proposed 
an increase in the minimum capital in private sector 
banks to Rs 300 crore from an earlier requirement of 
Rs 200 crore. Today, the Indian banking industry 
has a mix of large-, mid- and small-sized banks either 
with a national and/or regional focus and some being 
far less capitalised than those existing in other parts of 
the world. While some of the large private sector 
banks already have a capital base over the threshold 
limit, a number of exis- 
ting banks, which are 
relatively smaller in size, 
will have to plan in- 
crease in capital within 
the specified time frame 
of three years. 

Additionally, the 
awaited draft sub- 
sidiarisation guidelines 
that will allow for for- 
eign banks to operate in 
the country as 100 per 
cent subsidiaries and/or 
new licensed private 
banks are also required 
to comply with the min- 
imum capital threshold 
requirements of Rs 300 
crore. With the open- 
ing up of the financial 
sector or greater inter- 
national competition 
under the WTO, the cap- 
ital requirement can 
only be expected to in- 
crease further in order 
to build up scale. 

The primary sources of additional capital for banks 
in India will be through public issues, investments by ex- 
isting private players in the market, foreign direct in- 
vestments (FDI) or from investments by foreign banks 
and Fils. As per Prime Database, about 14 banks are 
likely to approach the capital markets in 2005 to col- 
lectively raise around Rs 4,000 crore. However, the key 
challenge is whether the Indian capital market has the 
appetite for absorbing the entire additional capital re- 
quirement of the banking sector. 


manage risks. 
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KEY GOVERNANCE 


IMPERATIVES 





2 Adopt an appropriate governance structure that 
provides accurate information as well as 
rewards and provides accountability 





O Re-orient business processes to allow for capture 
and utilisation of information 





Q Adopt appropriate performance measurement 
systems that take a balanced view across various 
parameters, i.e. look at not only financial measures, 
but also define metrics on customers (e.g., customer 
satisfaction, market share, complaints, etc.), 
internal processes (e.g., service levels, cost income 
ratio to productivity, quality, etc.), learning and 
innovation (e.g., percentage of revenues from new 
products, training investments and returns, etc.) 





Q Invest in appropriate systems that capture and 
disseminate information at a granular level and 





Foreign capital (e.g., through private equity or 
strategic investment) is another source for increasing 
the capital of banks. There are several examples in the 
region where such private equity investors have also 
played a vital role in turning around the distressed 
banks such as Korea First Bank, Shinsei Bank, Koram 
Bank, etc. Investment institutions globally, whether 
through FDI or private equity, expect to hold a mini- 
mum stake to optimise their resources with relatively 
large positions across a 
relatively small number 
of businesses. 

A number of inter- 
ested constituents have 
highlighted the impedi- 
ments to achieving the 
stated objectives and 
have, in particular, 
sought changes and/or 
clarifications on the 
shareholding cap, 10 
per cent voting rights 
cap, convergence of RBI 
guidelines and Ministry 
of Finance circulars, etc. 
Resolution and clarifi- 
cation of these issues 
and the awaited de- 
tailed guidelines is ex- 
pected to provide a fur- 
ther impetus to capital 
mobilisation and con- 
solidation through M&A 
transactions. 


Is Consolidation 
Imminent? 
Today, one observes that the Indian banks are not 
well represented in the list of global banks. Some of 
the smaller and mid-size banks have also had vary- 
ing challenges in achieving growth rates in com- 
parison to industry averages as a result of limited 
ability to expand operations, need for capital, ag- 
gressive competition, etc. 
Consolidation is necessary to enable banks to com- 
pete on scale and grow at a national and interna- 
tional level, offering a faster and often cost-effective 
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Consolidation is necessary to enable 
banks to compete on scale and 
grow at a national and international level 


way to grow to a competitive size, an opportunity to 
share markets and reduce the costs of product devel- 
opment and delivery, and bring economies of scale. For 
example, consolidation within the psu banks including 
overseas acquisitions is expected to enable the bigger 
balance sheets for competing with increasing com- 
petition from the private sector in pursuit of domestic 
operations and supporting global Indian companies as 
they reach out internationally. 

There are three aspects to consolidation: clear le- 
gal and regulatory regime governing consolidation, en- 
abling policy framework espe- 
cially where several banks 
are owned by the Govern- 
ment, and market conditions 
that facilitate such consoli- 
dation, recognising that all 
mergers may not necessar- 
ily be in the interests of ei- 
ther the parties concerned 


to the merger 


KEY REASONS WHY MERGERS 


FAIL TO MEET THEIR 
OBJECTIVES 





2 Lack of understanding and commitment 





the foundation for the ‘new’ business model, it 
should aim to build and strengthen necessary capa- 
bilities. A KPMG research indicates that players remain 
over-optimistic about their performance post M&As 
and many still fail to focus on and deliver enhanced 
shareholder value. While around 82 per cent re- 
spondents believed that the merger was a success, it 
was found that around 75 per cent of these projects 
had failed to deliver shareholder value. It is important 
that we learn from these experiences on future con- 
solidation initiatives. 


Implications On 
Corporate Governance 
The dynamic growth of vari- 
ous banks over the last few 
years and in the future, the 
likely increase in the share- 
holding structure and con- 
solidation activities, and the 





or the system as a whole. 
Whilst till now consolida- 


a Loss of key employees 


various risks associated with 
Ж . the growing business have 





tion of the public sector 
banks or distressed banks is 
more driven by government 


J Loss of key customers 


J Failure to manage cultural differences 


made assessment and man- 
agement of a bank's perfor- 
mance and control incre- 





initiatives (e.g., Punjab 
National Bank with 
Nedungadi Bank, Oriental 
Bank of Commerce with 
Global Trust Bank), consol- 
idation in the private players 


requirements 


2 Inadequate compliance with regulatory 


A Dip in current performance of the business 
during the merger process: 


asingly complex. Due to this 
changing business environ- 
ment and the need for im- 
proved levels of corporate 
governance requirements, in- 
ternal (e.g., Board of Direc- 





in general is more of a mar- 
ket-driven phenomenon 
(e.g., ICICI Bank and Bank 


2 Information systems and IT staff unable to 
support requirements of new organisation 


tors) and external (e.g., RBI, 
analysts, customers, investors, 
etc.), stakeholders require a 





of Madura, HDFC Bank with 
Times Bank) rather than any 
official policy direction. 
While consolidation is 
imminent, one of the key 
challenges is the achieve- 


2 Lack of a rigorous process for integration 
and decision making 


2 Planning is not strategic, but is rather 
opportunistic or emotional 


greater capture and timely 
availability of information. 
Also, some of the recent ir- 
regularities reported in the 
banking sector have increased 
the focus of the regulators 





ment of the desired syner- 
gies and objectives, which insufficient 


on ensuring an appropriate 
governance framework to be 





are thus very critical to the — - 
consolidation process. It is 
important for the organisa- 
tion to recognise also thatas — —— : 
the integration would lay Source: KPMG Research 
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|J Success evaluation metrics are not defined, 
So results are not measurable 





followed by banks. 

Do banks collate and 
share information that add- 
resses the varied informa- 
tion needs of different 


Make your dream home a reality. 
LKB offers unique flexible repayment options - Pay EMI after 5 years. 





Avail of an LKB Home loan” and move into a home you can call your own. 


* Avail deferred principal repayment option 
( ° Insurance cover to protect you and your property 
* Loan offered to people from all walks of life / professions 
* Part pre-payment option (no penalty) 
* Home loans for NRIs 
* Balance transfer option from existing home loan and additional loan for renovation and extension 
* Doorstep service 


LKB Home loans can be taken for: LKB also offers: 

sí ае св Киби { Consumer loan, Car loan, Trade loan, 
* Purchase of an apartmen ; 

* Purchase ofa plot Education loan, Loan against rent and 
* Construction, renovation or home extension Personal loan 


*Conditions apply. Loans at the sole discretion of the bank. 


Call Toll Free: 1600 112300 or E-mail: retail.rodel@lordsbank.com 

4 Lord Krishna Bank Ltd., 
Regd. & Admin. Office: Indian Express Building, Kaloor, Kochi - 68201 7, Kerala. 
Website: www.lordkrishnabank.com 


ao aC dial. cami ٠ 





Lord Krishna Bank | Banking as you like it. 





гну, 


* 


аи ee 


^ 5 
~~ 








bt 


cover story 


As Indian banks look to expand overseas, the 
need is to build appropriate systems 
and processes for better risk management 


internal and external stakeholders? The answer is 
likely that only some banks in India have adopted ap- 
propriate steps towards this. 

More advanced markets like the United States of 
America, United Kingdom, etc., require for a greater dis- 
closure of relevant information to internal and external 
stakeholders. Further, as Indian banks look to expand 
overseas, in addition to capital requirements for busi- 
ness expansion, the need is to build appropriate 
processes and systems that meet international stan- 
dards on risk management (e.g., Basel П), anti-money 
laundering, transparent financial reporting, etc. 
Increasingly, the offsite monitoring regulatory mech- 
anism relies on the quality and timeliness of information 
based on underlying corporate governance, 

In order to meet the stakeholder needs and ensure 
greater governance and transparency of its opera- 
tions, it is imperative for banks to provide answers 
to three key questions: 


C How is the bank organised and run? There is a 
need to present detailed information on these key 
components: 

@ The performance of the bank's strategy i.e., current 
and future plans, key business drivers, etc. For example, 
banks should be monitoring information on year-on- 
year performance information on individual business 
segments / units / products, etc. 

€ Adopt appropriate operating structure and per- 
formance measurement systems, which take a bal- 
anced view across various parameters, i.e., look at 
not only financial measures, but also define metrics 
on customers (e.g., customer satisfaction, market 
share, complaints, etc.), internal processes (e.g., 
service levels, cost income ratio to productivity, 
quality, etc.), learning and innovation (e.g., per- 
centage of revenues from new products, training in- 
vestments and returns, etc.). 

€ Management roles, i.e., clear articulation of roles 
and responsibilities and measure performance vis-à- 
vis the articulated roles. 

€ The governance framework adopted, i.e., articu- 
lation of the framework and the steps taken to ad- 
here to it. 


O What is the financial health of the bank? 
€ Financial performance, i.e., multidimensional 
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views of the financial position reported by geogra- 
phy, business line, SBU, etc., providing an ability 
to assess changes in position, future potential to 
repay, increase shareholder wealth, contribution 
to capital growth, etc. 

€ Financial position (i.e., capital, solvency and 
liquidity), clearly differentiating between 
regulatory and economic capital, and ability to 
predict the capability of the bank meet its 
commitments. 


O What are the risks faced by the bank in its oper- 
ations and how does it manage these risks? 

€ Demonstrates the capabilities of the bank as well 
as the current activities undertaken to confirm that the 
control environment established is robust. 

€ Provides the stakeholders with a clear basis for un- 
derstanding the risk profile of the bank as well as 
comparing it with others. 

This raises challenges to be addressed for achiev- 
ing the ‘desired’ level of information that is timely, 
accurate, relevant and available in a user-friendly 
manner. Banks will also need to understand the in- 
formation needs of its stakeholders, review its cur- 
rent information gathering and reporting process and 
put in place steps to strengthen systems and processes 
for the same, and adopt appropriate standards and 
processes for enhancing the level of information 
captured and managed benefits in strengthening 
the overall banking system and in managing itself bet- 
ter. In addition, management of banks will also 
need to focus on building awareness and educate the 
various stakeholders on interpretation of information 
to assist in the better understanding of the bank, its 
operations and performance. 

Going ahead, the Indian banking industry has a 
significant role to play in the economy, and appro- 
priate management of the challenges arising out of 
managing capital, growth risks and governance will 
be critical to success. @ 





Russell І. Parera is the National Industry Director for 
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S. Mahesh is an Associate Director (Business Advisory 
Services) with KPMG in India. The views expressed in 
the article are the personal views of the authors and 
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For each parameter, a rank of ii in the section: of 


that parameter. d Tesults were aggregated 
compute each bank's total score, оп. the basis 
which the final ranks were assigned. 


‘How To Read The Scoreboard 

Rank. 

The composite rank of a bank was calculated usi- 
ng the BT-KPMG's methodology. The perfor- 
‘mance of each bank in FY 2003-04 on each 
| е 26 amet has also been prese 


uae in "PAT: Growth i in РАТ from FY 200 
:O3 to FY 2003-04... 
W Growth in business: "Growth: in. the. to 
"of non-bank deposits апа loans & advances from: 
FY 2002-03 to FY 2003-04. N i 
m Growth in share of total deposits: Те pro 
-portion of growth in deposits i in comparison to: 
"overall industry growth in deposits from FY. 200 
03 to FY 2003-04. Statistics on:the overall ind. 
шту size and growth in deposits as published by 
the Reserve Bank of naa ens Were used 





PRODUCTIVITY & EFFICIENCY QUALITY OF EARNINGS CAPITAL ADEQUACY 


CostTo Return i Return | Provisions/ Gearing! Capital Tier 1 TOTAL 
Income On Captital on Average! Operating Ratio Adequacy Capital SCORE" 


Ratio Employed AWF Assets Profit | Ratio (9) (%) 
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* The 2003 rankings were published in the issue of BT dated December 7, 2003 N.R.: Not Ranked in 2003 V See How We Ranked Т? 
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Wile” 
your: ‘com ? ass to 
Going with Bharat Overseas Bank, a bank that is 
powered by technology and driven by service, can 
make all the difference. 
9Access and transact seamlessly across 70 branches in 35 Bharat Overseas Bank Ltd. 
locations. Facility to access 2300 ATM's under BANCs A bank owned by 7 banks 
t network. @Flexi deposit options ®Cheque collection / j 
deposits across cities ®Instant fund transfers ®Multi city H.O: Habeeb Towers, 196, Anna Salai, Chennai 600 002 
cheques ®Multi city banking. Tel: 2852 2983, 2852 0748. E-mail : help@bharatoverseasbank.com 


Website : www.bharatoverseasbank.com 
Come to Bharat Overseas Bank & experience the difference. 























*Net interest income/average 
working funds (In case of a tie, 
banks are ranked alphabetically) 
Figures are in per cent 





= 
> 


e 
= 
E 
Е 
i 
E 
©. 
са 


SS BY KULDEEP 


Jamiinad Mercantile Bank 
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55,908.60 








Figures are in Rs crore 





Discover technology that lets you 
bank from anywhere. 


After all, time is money. 


Corporation Bank's hi-tech products let you 
bank from anywhere, saving you time, money 
and hassles. Which means you can avail a 
range of solutions and make convenience 
banking a way of life. 


Internet banking * International Debit-cum- 
ATM Card * Any Branch Banking * Online 
railway ticket booking * Mobile recharge at 
ATMs * LIC premium payment through Internet 
& ATMs * Telephone banking 


Housing, Vehicle, Education and Personal loans also available. 


Corporation Bank - One Bank Many Solutions. 


www.corpbank.com or email: query@corpbank.co.in 


=) 


A Premier Government of India Enterprise 



































Nainital Bank - : 
Oriental Bank of Commerce f (1 
State Bank of Indore (1 
State Bank of Patiala 
State Bank of Saurashtra 
HDFC Bank — 
Kotak Mahindra Bank | 
Standard Chartered Bank - 
State Bank of Hyderabad - 
HSBC 











*Return On Capital Employed Figures are in per cent 





+ NPA by Net Advances 


Ratnakar Bank - 
Bharat Overseas bank 
igures are in per cent 
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16.65 
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17.11 
17.04 


Figures are in per cent 


4.84 456 435 





Figures are in per cent 
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ih 106 cities 
all over. _ 








ywhere Banking 
for great convenience 





With Bank of Rajasthan, you'll witness your account move with you. You can walk into any of 200 networked outlets all ove: 


to access your account. Coupled with a network of ATMs, self as well as strategic tie-ups with other banks and VISA 


you can now access your account from practically anywhere’. » BANK OF RAJA S TH AN 


Call or log on to www.bankofrajasthan.com for a complete list ч : 
; D ARE T O DRE A M 


of outlets where this facility is available. 





*Available in select outlets only. Conditions apply. Nationwide network of 407 outlets. 61 years of solid performance 


The Bank of Rajasthan Ltd. e Corp. Office: Raghuvanshi | Mills Compound, 11/1 2, Senapati Bapat Marg, Lower Parel (W), Mumbai - 400 013 
Central Office: C-3, Sardar Patel Marg , C- Scheme, Jaipur - 302001. Regd. Office: C.T. Udaipur, Website:www. bankofrajasthan.com 





























Figures are in per cent 





Societe Generale 


""""——— "— ——— E meten 


JP Morgan Chase Bank 






‘DBS Bank 


Antwerp Diamond Bank 


Scotia Bank 


n""—— — ——— BÓÓ RE 






Deutsche Bank 












American Express Bank 
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Krung Thai Bank 


Mizuho Corporate Bank 


‘Chinatrust Commercial Bank 
Figures are in per cent 




















Figures are in Rs crore 





272.65 
82.58 


Deutsche Bank 
Bank Of Tokyo-Mitsubishi 





we» 
e 


= Barclays Bank | 71.87 
Bank Of America 64.17 
SBI Commercial & Intl. Bank BE у? ү: 
Scotia Bank 17.92 
JP Morgan Chase Bank | 16.08 





Societe Generale 15.00 
Credit Lyonnais — — | 9.69 
Abu Dhabi Commercial Bank ESSE: B LT! 


Figures are in Rs crore 














ji. lip Growth 
Incredible Performance 


TMB has grown by leaps and bounds achieving a remarkable performance in the 


last fiscal year. Inc leed credentials speak ak t more than w rds 


zl Cap ital T d 
< а Ratio — 3 Net Profit ха ai 


Total business - N Profit Per Employee 
<]. 07%. < 80. 68 > < crossed E 
hS 4 Rs. Cr. N 2 6500 у 7 RS. Ws Lakhs 
Resear Д E 5 an increase of 26.52% e Rs. cr > “— up from Rs.2.88 Lakhs 
B Banks r— = ! a = ^ 
ا‎ ND A «d VN / “) 
ГУН NA [эзе MA à „№, -o DA l 
Net NPA to E. E Net owned funds, zi Net Interest ' < Return on 
< Net Advances ^ > crossed margin ' У paiia 


Е ў 476$ 2, 42 > 18% 


99% of branches are interconnected 


TRMILNGD MERCANTILE BANK LTD. 


Regd. Office : 57, V.E.Road, Thoothukudi - 628 002 
Contact our nearest Branch or Visit us at www.tnmbonline.com 







CUSTOMER ORIENTED & COMMITTED TO EXCELLENCE 

































Antwerp Diamond Bank Ж 
Bank of America — — ч 
Barclays Bank | 





Deutsche Bank 
JP Morgan Chase B Bank 
Krung Thai Bank _ 





UFH Bank 


Figures are in per cent *NPA by net advances 





MOST NPA 
WTH 


Figures are in per cent 





Bank internasional Indonesia 72.2 
Oman International Bank 61.4 
Abu Dhabi Commercial Bank 27.4 
Bank of Ceylon 21.9 
SBI Commercial & Intl. Bank x 
Bank of Bahrain & Kuwait 17.7 
Sumitomo Mitsui Banking Corp. 4 P2: 
Scotia Bank 9.1 
Chinatrust Commercial Bank А 


American Express Bank 5.7 
Figures аге in per cent *NPA by net advances | 


0.81 










































Figures are in Rs crore 


de 

















a cost saving mantra for 
BANKS & FINANCIAL INSTITUTIONS 










In recent years globalization, de 
-regulation and emerging markets 
have dramatically changed the way 
banks and financial institutions 
respond to evolving market 
dynamics. Increasing global com- 
petition has also pushed banks to 
continuously search for new 
sources of competitive advantage. 
Therefore today's organizations 
have multiple offices across 
multiple locations worldwide with 
thousands of Employees and 
millions of Assets to track. 


Organizing your infrastructure 
can be like cutting through a maze - 
complicated and very confusing. Now, 
our Business Infrastructure 
Management System, a-mantra, lowers 
your infrastructure cost by as much as 
4% which is literally equivalent to a 
25% increase in sales. Making a telling 
impact on your operational efficiency 
and your company's bottomline. 

Call (+91) 98496 40775/98492 03867 to 
find out how India's Largest Private 
Sector Bank benefited from a-mantra 
and how it can save your money too !! 


Optimise your resources with 
a-mantra 


RFID enabled a-mantra has the following core process management modules 


> Asset (Movement & Tracking) > Strategic Reporting > Employee tracking > Space 
» Employee Service Portal > Seat Optimisation > Workflow Engine > Property 
> Business Continuity Planning > Transport Logistics > Procurement > Travel 


a-mantra is suitable for all Corporates with 500+ employees 


Our Partners: 

Technology: Teleopti, Europe. A global leader in telecom and workforce management (WFM) solutions to contact 
centers. For more details visit www.teleopti.com. Services: A leading global IT consulting and services company 
in India. Sales : 3D Networks,India, a Planet-One company ; Al-Daleel Information Systems, Saudi Arabia 


Network of other sales partners across Bahrain, Kenya, SAARC Region, Singapore, South Africa, 
Sweden, UAE, UK and the USA. Enquiries solicited from suitable organisations for other regions. 





a-mantra 
SatNav Technologies, Lake Shore Towers, Raj Bhavan Road, Somajiguda, Hyderabad - 82. india. Complete nt ast tune Contr 
Emai : Sales@satnavtech.com, Websites: www.satnavtechnologies.com, www.a-mantra.com. Ph: (+91) 40 5577 7333, Fax (+91) 40 5568 7333. 














RANK 


OR HDFC BANK’S 

Managing Director, 

Aditya Puri, a night out 

for dinner is never just 

that. Late last year, 
when this Mumbai-based banker 
took his top team in Delhi out for 
a dinner at Pandara Road, he 
couldn’t resist doing a bit of sel- 
ling on the side. So, off went the 
54-year-old Puri, who’s been 
heading the country’s #1 bank 
for 10 years now, hopping from 
one retail outlet near the restau- 
rant to another, quizzing the store 
managers on their credit card 
swiping machines: why were they 
using a particular bank’s terminal, 
how many transactions did they 
clock every day, how much com- 
mission were they paying the 
bank? At each of the five outlets 
that he visited that night, Puri 
made a case for switching to his 
own bank's point-of-sale (POS) 
terminals, citing the 1 per cent 
less commission HDFC Bank 
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For the second year in a row, HDFC Bank 
tops BT's list of best banks. Its secret: 
As always, not just robust growth, but 

superlative quality of assets. 
BY ROSHNI JAYAKAR 


charged merchant establishments 
compared to other banks. By next 
evening, all the five shops were 
Puri's customers. 

A minor triumph? For any 
other CEO, maybe, but for a man 
who believes in building his bank, 
brick by careful brick, it’s a victory 
just the same. Indeed, that’s how 
HDFC Bank came to be the leading 
player in Pos terminals (it's got 
40,000 of them), and that’s also 
why other banks in the country 
are finding it hard to unseat its 
top-most perch on the Business 
Today-KPMG survey of India’s 


Best Banks. What sets the bank 
apart? It is what most analysts 
call “quality growth”, which 
means market leadership in terms 
of quality of earnings, but not 
necessarily in terms of volumes. 
According to a recent DSP Merrill 
Lynch report, “HDFC Bank's abi- 
lity to consistently deliver quality 
growth, especially in a rising 
interest rate environment, is not 
fully discounted (read: reflected 
in the share price).” Another 
brokerage firm, Sharekhan, des- 
cribes the bank’s stock as “an 
evergreen investment”. 


+ 





The bank’s balance sheet size 


has grown to Rs 42.30 crore, 


with a net profit growth of 





31.45 per cent and business 
growth of 41.42 per cent 
Where’s the growtl coming 
from? An expanding footprint 
and product offerings. Th 

growth is not just in retail, where 
it is adding nearly 90,000 new 
customers every month, but also 
in the corporate or wholesal 

segment, which continues to clip 
it an impressive. 10 to 15 per 
cent, Sitting in the sixth-flooi 
corner room at the bank's head 
quarters at lower Par l 
Central Mumbai, Puri spells out 


his strategy: “Given the fact th 


the market opportunit 
immense, it's a misnomer 
you need price competiti 
get business. So, if 
not an issue, then the bank 

be choosy ibout thi спо 
terms of returns or lifetime \ 

to the bank." By the wav. t 

not just talk. The bank's NPAs, or 
bad loans, as a percentage 
net advances are a mere 0.16 
per cent versus an industry ave 
rage of 2.9 per cent. Even that 
amount of bad loans is covered 


to the extent of € Z 






KEY STATS 


DEF 
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Rs CRORE 


AVERAGE WORKING FUNDS (Rs CRORE 


NPA BY NET ADVANCE 


STOCK PRICE CHANGE 


HDFC Bank's Aditya Puri: nin Rasa sf 
Not the biggest, but the best and Dect 1, 2004 


< 
QUALITY GROWTH 


The trick: pick the customers very carefully. 
CORPORATE 


RETAIL 


€ Choose customers who can add 
lifetime value 


© Increase penetration and sell more 
products to the same customer 


@ Leverage technology to better serve 
customers and tap opportunities 


@ Use distribution strength to market 
third-party products — — 


Cranking Up Growth 
Playing it safe, however, is not the 
same as not chasing opportunities. 
The bank has been continuing to 
gain market share in the retail and 
corporate spaces, simply because 
it has continued to expand its reach 
and muscle into newer product seg- 
ments. Take the retail business, for 
example. In the past 12 months, 
it has opened 100 new branches, 
taking the total count to 416. 
Simultaneously, there has been a 
rapid roll out of offerings: its auto 
loans are now available in 300 cities 
compared to just 30 a year ago; 
personal loans now cover 108 cities 
versus 28, and its credit card mar- 
keting reaches 110 cities as against 
17 the same time last year. 

In credit cards especially, the 
bank has met with enormous 





@ Pick top-tier corporates and offer 
higher-margin services 

@ Integrate with ERP systems of 
customers to lower costs 


@ Tap customer's suppliers to increase 
“stickiness” 

@ Focus on relationship in the case of 
small businesses 


success. Despite entering the market 
late by about two years, it claims to 
be issuing 70,000 new cards every 
month and to have crossed the 
coveted 1 million mark. What's 
more, since 70 per cent of the cards 
issued are paid cards (that is, credit 
card fee is paid as against free 
cards), risks of default are lower. 
That's a classic example of the 
bank's preferred strategy of selling 
more to the existing customer. 
Incredibly, depending on the pro- 
duct, as much as up to 60 per cent 
of the new products are sold to 
existing customers. What helps? 
The bank's database on customers, 
which can be mined for information 
on consumption behaviour of exis- 
ting customers and predicting their 
future requirements. And since 
almost a third of the sales are 


Neeraj Swaroop/ Country Head (Retail)/ HDFC Bank 
"Reducing turnaround time not only increases 
the business, but reduces the cost, giving a 


sustainable advantage" 
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through branches, the bank doesn't 
have to pay commission to direct 
sales agents (DSAs), further improv- 
ing its own margins. Now the focus 
is on reducing the turnaround time 
by 30 per cent for customers. Says 
Neeraj Swaroop, Country Head 
(Retail): *This not only increases the 
business but reduces the cost, giving 
a sustainable advantage." 

The thrust on retail has also 
helped HDFC Bank increase its fee 
income and create a pool of stable 
funds that comes from savings 
accounts. For instance, retail 
accounts for about 65 per cent of 
total fee income, largely driven 
by the plastics business (credit and 
debit cards, and pos terminals). 
Retail deposits and third-party col- 
lections offer another advantage: 
besides being stable, they cost less. 
As a result, the bank has been able 
to keep its cost of funds at a low 
4.2 per cent (it ranks #5 on the 
survey on this count) and despite 
the fluctuations in interest rates, 
maintain an interest spread for 
itself of 3 per cent. 

In the last few years, while seve- 
ral other banks downsized corpo- 
rate banking as interest rates went 
down, HDFC Bank's decision to foc- 
us on top corporates has paid off. 
Says Rajiv Gupta, Joint Managing 
Director, DSP Merrill Lynch: “HDFC 
Bank figured out the opportunity by 
offering solutions to large corpo- 
rates where margins are high." 





NOW HAS АМОТНЕЕ 
UNFAIR ADVANTAGE 


d X 


is now also the most awarded solution. 


The most scalable, the most flexible, the most adapta! 












The Banker, a leading global banking publication from The Financial Times Group, London, has commended FLEXCUBI 
ће flagship financial services product suite from flex, “A truly comprehensive product, with worldwide acceptance an 
committed development, FLEXCUBE was the clear choice for The Banker Application of the Year Award." 





: | The magazine, further, recognized FLEXCUBE's ability to support multi-bank, multi-currency and multi-channel operation 
. and compatibility with different international standards and operating environments. FLEXCUBE was also named ‘The Core 
Banking Solution of the Year'. 








Incidentally, FLEXCUBE is the No.1 selling Banking Solution in the world,* with more than 200 cus 


stomers in.over 90 
FLEXCUBE' customers include the "Who's Who" of the financial services industry - Citibank, UBS, Shinsei Bank and DBS : 
Bank, globally, and HDFC Bank, Karur Wsya Bank, Kotak Bank, Bank of Baroda, Syndicate Bank, Yes Bank, Bharat Overseas 
Bank and Dhanalakshmi Bank in India. 






{ “International Banking Systems, UK, 2002 & 2003 













Marketing Offices in New York, New Jersey, Minneapolis; Miami, Bo on, London, | sterdam, Frankfurt, Dubai, Singapore, Tokyo, Mumbai & Bangalore. For "me 2 inforthati i 
e-mail: markeling@iflexeolutiors.cor or contact: Mumbai: Tel: +91 22 2839 1909, Fax: +91 22 2836 3140 « Bangalore: Tel: +01 80 2208 3000, Fax: +91 80 5666 
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bt cover story 


Samir Bhatia/ Country Head (Corporate Banking)! HDFC Bank 

"Supply chain management services lower 
transaction costs and time for our customers 
and fetch tidy returns for us" 


Today, that's an important con- 
tributor to the bank's earnings. But 
it’s not plain vanilla lending that 
rakes in the moolah. The bank's 
offerings include many other add- 
ons such as collaterals, customised 
supply chain management solutions 
that combine e-banking and cash 
management, (the customer's) ven- 
dor and distributor financing. 
Consider how one such relati- 
onship works. In the case of Bharat 
Petroleum Corporation (BPCL), the 
bank has integrated into the pay- 
ment supply chain. For example, 
when an LPG dealer makes a pay- 
ment online, that gets logged in 
BPCL's ERP system (it's from SAP) 
and translates into an order at the 
oil company's warehouse, which 
then despatches a truck with the 
LPG cylinders. There are over 
4,500 supply chain management 
accounts linked to large corpo- 
rates and the bank's electronic 
cash management clocks volume at 
Rs 12,000 crore a month—three 
times larger than the nearest rival. 
Says Samir Bhatia, Country Head 
(Corporate Banking): "Such ser- 
vices lower the transaction costs 
and time for our customers and 
fetch tidy returns for us." 
Another revenue stream that 
the bank is tapping into is SMEs 
(small and medium enterprises). 
Over the last three years, it has 
built a strong business out of len- 
ding to small corporates. So much 
so that it now accounts for 15 per 
cent of its corporate lendings, and 
is growing at 50 per cent year-on- 
year. "Strong relationship mana- 
gement at ground level and cen- 
tralised credit processes have 
enabled us to ensure that there is 
not a single default in this 
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PINAKI PAUL 


segment,” boasts Bhatia. 


Innovation For Growth 

If you look at HDFC Bank’s 10-year 
history, you'll find that it has 
evolved at a gap of every two-and- 
a-half years. That means before 
2007 is over, the bank will look 
different from what it is today. Just 
how different? Some signs are 
already evident. Credit cards and 
housing loans, for one. In credit 
cards, the bank has recently broken 
even and this could become one of 
its largest businesses. In housing 
loans, the bank entered into an 
arrangement with its parent Housing 
Development Finance Corporation 
(HDFC) Ltd. in September 2003, 
whereby it sells HDFC home loan 
products. Going ahead, its Rs 150 
crore a month of home loan busi- 
ness that comes via HDFC could eas- 
ily double the next year. 

Then, there are other new busi- 
nesses. Like the commodity busi- 
ness, where the bank lends against 
warehouse 100, helping farmers 
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SANJAY PANDYA 


cover price risk. Or like the govern- 
ment business, launched two years 
ago, where the bank collects 
income, sales and service taxes on 
behalf of the Central government. 
It already ranks #3, but is now 
bidding to do more such collec- 
tions for railways, utilities and state 
transport corporations. Says Puri: 
*If we have to look different every 
two-and-a-half years, then we have 
to get 25 to 35 per cent of our 
earnings from new products." 

That explains why his lieu- 
tenants are busy scouting new 
opportunities. Swaroop, for 
instance, is exploring the possi- 
bility of substituting the money- 
lender, or providing small bor- 
rowers access to finance, or len- 
ding against gold, especially in 
south India. Bhatia, on the other 
hand, is looking at offering out- 
sourced accounting services to cor- 
porate clients. But strong growth 
needs strong capital. So, the bank's 
board has approved issuance of 
American depository shares (ADS) in 
the next quarter. Yet, Puri is more 
confident than ever. “Compared 
to where we were earlier, growing 
from here will be a cakewalk." 
That, however, doesn't mean he 
won't go selling when even he's 
out for а dinner. @ 


The best discoveries are 
made together. 


Keep discovering. 


y with a friend to New York, 


д] 
rope or the U.K. СЛ 


Emirates First or Business Class to New York. Europe ч 
һе U.K. before 31st March 2005 and take a friend along Emirates 


h our complimentary Companion Fare Offer. Over 70 destinations worldwide 


cial individual and senior citizen fares also available to New York Europe or the U.K. 


itions apply. For more details contact your local travel agent or Emirates in Mumbai: 2879 7979, Delhi: 5531 4444, Chennai: 5583 4444. Hyderabad: 5523 4444 
Kerala: 0484-238 2829, Gujarat: 1-600-212020 (toll free), Karnataka: 1-600-447979 (toll free), Kolkata: 1-600-212030 (toll free) 
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OW DOES A BIG BANK 


in a big hurry look? 
A lot like icict Bank. 
Last year the bank 
| added 10,000 retail 
customers every single day of the 
year, or a mind boggling 3.4 million 
customers, taking the tally of its 
customers to 10 million. When the 
year began, it had a presence in 
600 cities across the country; before 
the year is rung out, it will be pre- 
` sent in 1,000. Not impressed? Con- 
sider this: ICICI Bank leads in every 
single retail segment it is present 
in, be it mortgages, auto loans, per- 
‚ sonal loans or credit cards. Its share 
of total deposits grew by 18,82 per 
cent last year. And with Rs 1,06,593 
crore in average working funds, it is 
second only to the public behe- 
‘moth, the State Bank of India. 
Is ICICI Bank gunning for the 
#1 slot? No, says its MD and CEO, 
K.V. Kamath. “Our growth strategy 
was driven by the tremendous 
potential we saw in the market. We 
saw scale as key to building a sus- 
tainable, profitable retail business,” 
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he says. In other words, Kamath’s 
job #1 isn’t growing the balance 


sheet, but the bottom line. But scale, . 
he says, is still crucial because “only . 


players of a meaningful size can 
aspire to compete internationally.” 
The stock market is; apprecia- 
tive of the distance the universal 
bank has travelled. since it was cre- 
ated by merging the erstwhile finan- 
cial institution with icici Bank. On 
the вт 500, it's the eighth most valu- 
ble company and currently has a 
market cap of Rs 26,460 crore. But 
it is yet to score significant improve- 
ments in areas such as quality of 
earnings and non-performing assets 
(NPAs), a large part of which is histo- 
rical and includes lending to the 


It is the market leader in every s ngle retail 
segment it competes in. And before the 
decade is out, ICICI Bank may well become 
a global player. ву ROSHNI JAYAKAR 











ill-starred Dabhol power project. 
Those are some of the main reasons 
why despite its dazzling growth, it 
ranks a distant #24 on the ВТ-КРМС 
survey of India's best banks in 2004. 
Another important thing that's 
happened i in the industry is that a lot. 
of the other banks have improved 
their balance sheets much faster. 
than ICICI Bank has, And that expla- 
ins why the bank’s key performance 
figures, although good in themsel- 
ves, seem poor in comparison. Its 
return on capital employed (ROCE) is 
a not-so-insignificant 20.9 per cent; 
its bad loans as a percentage of net 


„advances, at 2.29 per cent, are lower 


than the industry average of 2.9 
per cent (SBI's is 3.45 per cent). But 


the fact is, the higher-ranked banks 
boast of vastly smaller percentages. 
HDFC, #1 in the survey, has an NPA 
of 0.16 per cent and Citibank (#2), 
1.4 per cent. The bank sees the 
situation changing in due course, 
Says Kalpana Morparia, its Deputy 
Managing Director: “The risk pro- 
file in retail, which is our thrust 
area, is very different from that of 
project financing. Bad loans show up 
in the first year itself besides which 
our credit scrutiny is stringent.” 
The bank is unlike others in the 
sector. It has insurance, general 
insurance and investment banking 
subsidiaries. It has a BPO company in 
ICICIOneSource. It runs a rather suc- 
cessful venture capital-cum-private 


equity firm in ICICI Venture Capital. 
It even has an IT services company 
(offshored services) in ICICI Infotech. 
All are professional companies with 
a tremendous upside that should 
directly benefit the bank. For ins- 
tance, if ICICIOneSource were to list 
(BPO IPOs are becoming fashionable), 
the bank, which majority owns it, 
could make a tidy profit. 

Also, it's one of the few private 
sector banks to turn social sector 
lending into a growth opportunity. 
It does warehouse receipt discounting 
(paying farmers against 1005), lends 
against gold (helping low-income 
families turn asset into cash without 
selling it), and is also opening kiosks 
and ATMs to woo farmers. All that's 


ICICI Bank’s K.V. Kamath: 
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helping the bank meet its social 
sector commitments, and tap into a 
new profile of customers. 


Retail Factory, Literally 
Retail, then, is the clear growth 
driver at ICICI Bank. Retail portfolio 
grew by 75 per cent last year to 
Rs 33,423 crore and deposits by 
41 per cent compared to the indus- 
try growth of 17 per cent. And in 
almost all the retail segments it is in, 
ICICI Bank is the leader. In mort- 
gages it has a 28 per cent share, in 
auto loans it has 37 per cent, in 
personal and consumer loans, 29 
per cent, and so on (see A Giant 
In A Hurry). In the case of auto 
finance, it is growing faster than 
the industry average, and in credit 
cards it currently has 26 lakh cus- 
tomers and Citibank, the erstwhile 
market leader, is likely to drop way 
behind icici Bank. According to a 
Venture Infotek Research estimate, 
by March 2005, Citi will have 28.6 
lakh cards, compared to the latter’s 
40 lakh. Says Chanda Kochhar, 
Executive Director, ICICI Bank “Fast 
growth in retail is not because of 
sheer passion for numbers. Rather, 
it’s the result of strategic thinking.” 
Her reasoning: Since initial inve- 
stments are high in retail, fast gro- 
wth and thereby economies of scale 
help icict make profits much earlier. 
And, today, the bank’s incremental 
retail business is 30 per cent the 
size of the industry and its operating 
costs are said to be among the low- 
est. While the distribution network 
enables the bank to add numbers, 
Kochhar explains, stringent credit 
practices help control quality, and 
robust back office and use of tech- 
nology help improve efficiencies. 
Therefore, while distribution is 
decentralised, risk control is cen- 
tralised. Credit is separate from 
sales, which means while the sales 
team is responsible for getting new 
business, it is the credit team, wor- 
king on the basis of a central credit 
policy, which approves or rejects 


86 BUSINESS TODAY JANUARY 2 2005 





Kalpana Morparia/ Deputy Managing Director/ ICICI Bank 
“In retail, bad loans show up in the first 
year itself, besides which our credit 
scrutiny is stringent here” 


KEY STRATEGIES 


@ Push retail growth by upping market 
shares and tapping new customers 


@ Lower credit risk by tighter controls 
and better analysis 


@ Leverage balance sheet strength 
and strong corporate relationships 


@ Follow the customer worldwide and 
build scalable model for global rollout 


customer acquisitions. In the case of 
mortgages, there is a structured 
field investigation process to check 
on the legal documents and pro- 
perty valuation. All of that helps 
keep a close watch on retail credit 
quality, and explains why the bank’s 
retail net NPA is 0.75 per cent. 

If the bank is adding 10,000 new 
customers every day and if a cus- 
tomer does 70 to 75 transactions 


per year, then the bank must run an 
assembly-line like operation to pro- 
cess transactions. Incredibly, it does. 
It employs a hub-and-spoke model 
to improve efficiencies. It has set up 
a centralised back office and 18 
regional back offices, or what Koch- 
har calls “factories”, to do account 
opening, issuing of credit cards and 
ATM cards, cheque books, etc. 
Impressively enough, Kochhar and 
her team actually studied assem- 
bly line operations and shopfloor 
operations of manufacturing com- 
panies like Ford and Hyundai 
Motor to improve turnaround time. 
For instance, to process more than 
one crore cheques a month, which 
the bank does, the cheques are 
scanned at the regional hubs. That 
helps speed up the process with- 
out adding more employees. 

Since processes are standardised, 
they are not just scalable but repli- 
cable across functions. For instance, 
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Chanda Kochhar / Executive Director/ ICICI Bank 
“Fast growth in retail is not because of 
sheer passion for numbers, but 


strategic thinking” 


earlier when a customer applied to 
open an account, a three-week wait- 
ing period was involved. In that time, 
his cheque book, ATM card and pin 
number would arrive in seven sepa- 
rate envelopes, because the process 
was manual. Adopting a “straight- 
through” processing system lowered 
the waiting time to five days and 
reduced the mail load to one enve- 
lope. Starting a few months ago, cus- 
tomers are now given a pre-printed 
welcome kit when they open an acco- 
unt and the cards are activated the 
next day. Besides, every quarter, the 
bank projects the increase in cus- 
tomer base and transactions for the 
next quarter and accordingly increases 
its backoffice bandwidth. 


Scale all the way 
ICICI Bank is not all retail. Its cor- 
porate assets are growing too. It is 
leveraging its balance sheet strength 
and strong corporate relationships to 
tap opportunities for fee-income 
businesses. It is also making it easier 
for customers to do business with it. 
For instance, some 70 per cent of an 
average corporate’s finance functions 
can be done online with the bank, 
reducing time and cost. The bank 
says it already provides such rr-based 
services to 37 of the top 100 compa- 
nies by way of cash management. 
With the economy clipping and the 
top 300 corporates having lined up 
an estimated Rs 1,90,000 crore in 
investments over the medium term, 
the bank sees huge opportunities by 
way of fee income. The only prob- 
lem is that almost all the aggressive 
banks are offering such services, 
To diversify risk across geogra- 
phies, the bank in the last two years 
has been increasing its global foot- 
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corporate customers overseas, where 
it has set up seven representative 
offices or branches with applications 
put in for two more in South Africa 
and Bangladesh, and a subsidiary 
in Russia. Going forward, the bank’s 
strategy is to consolidate its presence 
in existing markets, accelerate gro- 
wth, sustain profitability and build a 
business model to withstand the 
pressures of a global rollout. M&As as 
a route for growth, though, is unli- 
kely. Kamath sees little value in acqu- 
isitions given the bank’s own reach 
and equity with customers. Instead, 
he wants to grow it organically to 
keep both costs and risks down. 
Some bank watchers are sceptical 
of its fast-paced growth, saying that 
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it may be compromising on asset 
quality. While that certainly is a risk, 
it is possibly not a very big one. As a 
yp Morgan research report on the 
bank notes: *Robust growth in core 
operating profits is likely to be the 
key stock price driver, given impro- 
ving margins, fees and costs, and 
better balance sheet structure in terms 
of realisation and asset quality." (The 
bank's stock is quoting at Rs 360.) 
In a bid to further strengthen its 
balance sheet, the bank securitised 
assets worth Rs 10,700 crore. How 
does that help? For marginally lower 
realisation, it takes a lot of risk off the 
bank's own balance sheet. With Basel 
II norms round the corner, the bank 
will have to access low-cost funds 
to protect its profit margins and 
cover for bad loans. Here it has some 
work to do. At present, its loan loss 
cover, which is the provision for 
NPAs, is a rather low 53 per cent. Its 
average cost of interest-bearing funds 
is also relatively high at 7.7 per cent. 
That said, few will argue that the 
bank is in a much stronger position 
than it was, say, three years ago. As 
for growth, it has already proved 
that it can enter new segments and 
build market shares bigger than those 
of its competitors. If things stay on 
course, ICICI Bank may well emerge 
one of India's global banks. 
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The stock market is still chary of the public 
sector bank's GTB merger, but its Chairman 
says that could well be the recipe for its 
long-term success. By ASHISH GUPTA 


T TAKES B.D. NARANG 45 

minutes to an hour to drive 

from his house in New 

Delhi's New Friend's Colony 

to his office in Connaught 
Place, the Capital’s colonial era 
central business district. As his 
chauffeur-driven Mitsubishi Lancer 
weaves its way through the rush 
hour morning traffic, the 59-year- 
old Chairman and Managing 
Director of Oriental Bank of 
Commerce (OBC), seems oblivious to 
the bustle outside. It’s not yet six 
months since the Reserve Bank of 
India (RB) forced him into a shotgun 
marriage with the failed Global 
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Trust Bank (Ств) and he’s already 
counting his gains: Synergies are 
being tapped, OBC's footprint now 
spans the length and breadth of 
India, the NPA (non-performing 
asset) monster has been capped, 
though not yet beaten, and expan- 
sion plans are on schedule. 

Just to recap, the central bank 
had declared a moratorium on GTB 
on July 24, 2004, and two days 
later, announced a scheme for amal- 
gamating it with OBC. This was 
greeted with howls of protest. 
Analysts and experts were then near- 
unanimous in their opinion that the 
Rs 58,000-crore oBC, one of the 
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country's most successful public sec- 
tor banks, had been sold a lemon. 
This argument cuts no ice with 
Narang. He categorically rejects 
the notion that the RBI had thrust 
the deal on him. Other clever 
arguments along these lines meet 
the same fate. *After 15 months 
you will rate this merger as a mile- 
stone in the Indian banking sector," 
exults Narang, sitting in his modest 
third-floor office at Harsha Bhavan. 
He points to the Rs 68,000-crore 
post-merger balance sheet of his 
bank, Rs 10,000-crore stronger 
than its pre-nuptial avatar, to but- 
tress his case. And that's not taking 


OBC's B.D. Narang: Need 
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into account the foothold that the 
former GTB gives him in the pros- 
perous South, something that OE 
had been trying unsuccessfully to do 
tor many years now; the status of a 
national bank that comes along 
with it is the icing on the cake. 

jut why is the South so impor- 
tant for OBC? “The next boom," 
he explains, *will come from gas 
and gas-related activities in the 
Krishna-Godavari Basin on the 
Andhra coast and parts of Gujarat." 
OBC already had a substantial pres- 
ence in the West; and GTB pro- 
vided it with a ready-made plugged- 
and-playing infrastructure in the 





South. In one stroke, OBC also dou- 
bled its presence in the two regions 
and gained some much-needed 
technological muscle: GrB's 275 
ATMs multiplied its existing strength 
of 72 by a factor of almost five, 
making it the third largest ATM 
operator among PSU banks. Narang 
simultaneously expanded his roster 
of depositors by nearly a million 
well-heeled customers and added 
103 branches to his existing net- 
work of 1,013. *How can any bank 
afford to lose out on such a vast 
opportunity?" he asks. 

The osc chief, who has a 
master's degree in economics from 
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Punjab Agricultural University, has 
also done his math very carefully. 
And the numbers say that he’s on to 
a good thing: The net cost of acq- 
uiring GTB is a piffling Rs 64 crore. 

How? After accounting for the 
tax gains from the merger of GTB, 
the total losses come to Rs 704.6 
crore. GTB has NPAs of about Rs 
1,500-1,600 crore (the exact figure 
will be known only after the due 
diligence is completed in 2005- 
end). Given its record of 40 per 
cent recovery—the highest in the 
Indian banking industry—osBc 
hopes to recover Rs 641 crore from 
the bad assets that it received in 


dowry, leaving an uncovered gap of 


Rs 63.6 crore. That’s a figure it 
can happily live with. “We got GTB 
dirt cheap,” feels Narang. “The 
issue of NPAs may take another 
12-18 months to resolve; all other 
issues will be sorted out by March 
2005." OBC, he says, should hope- 
fully be able to generate cash 
recoveries of Rs 200 crore-plus by 
then. He is also hoping to 


reschedule and restructure assets 
worth another Rs 600-800 crore 
that could be upgraded next year. 
And by March 2006, GTB could be 
contributing nearly Rs 100 crore 
to the bottom line of the joint 
entity, according to Narang. 

For now, he has completed his 
immediate task of calming GTB’s 
8.34 lakh retail investors and has 
revised his growth target for the 
current fiscal. Before the merger 
proposal, OBC had targeted a 25 
per cent growth in 2004-05. This 
has been raised to 30 per cent. The 
goal: A balance sheet size of Rs 
80,000 crore. “Now nobody will 
take us for granted,” Narang says 
with a hint of pride. 

They aren’t, but they’re not 
going over the top either. The stock 
markets have given his plans a cau- 
tious thumbs up. The ОВС scrip is 
up more than 30 per cent from Rs 
245.6 on July 2, 2004, to Rs 320.5 
on December 7, 2004, but it has 
underperformed the Bankex, which 
grew 40.6 per cent during this 


The Merged Balance Sheet 
Post write-offs, OBC's books will be stronger. 


CAPITAL AND LIABILITIES 
Capital 

Reserves & Surplus 
Deposits 

Borrowings 

Deferred Tax Liabilities 


OBC 
192.54 
1,916.10 
29,809.10 
1,166.02 
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GTB 
121.36 
-118.91 
6,920.92 





. ASSETS 
Cash & Bank Balance 
Investments 
Advances & Loans 
Deferred Tax Assets 
Receivables 
Net Fixed Assets 


Total 
192.54 
1.919.25 
36,730.02 
1,468.08 
38.62 
1,082.62 





Following the 
merger, OBC 


| * has a footprint 
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that spans the 
length and 
breadth of India 


period. The BSE Sensex, meanwhile, 
has appreciated 30 per cent during 
the period under discussion. Even 
analysts such as Amitabh 
Chakraborty, Vice President and 
Head of Research (Private Client 
Group), Kotak Securities, are rating 
the OBC scrip on a compelling 
“HOLD” because despite being one 
of the better managed banks with 
significant vision and bandwidth, it 
is already trading upwards of two 
times the adjusted book value and 
13 times the earning value. “And 
since it can only perform in line 
with the market, we have rated it as 
hold,” adds Chakraborty. 

The targeted 30 per cent growth 
is expected to come from com- 
modities and infrastructure busi- 
nesses—steel plants, power proj- 
ects and port facilities that will 
come up in the East to exploit the 
region’s abundant mineral wealth. 
OBC is positioning itself to be a part 
of this growth. It has set a scorching 
pace, opening branches in Orissa, 
Jharkhand and outside Kolkata. 
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These operations will be monitored 
and directed from the new regional 
office it opened in Bhubaneswar 
on December 9. 

The merger with GTB will also 
substantially add to its fee-based 
income since the former had lever- 
aged its internet banking system to 
tie up with a host of companies 
and government bodies. For 
instance, it provides customers an 
e-payment facility for online book- 
ing of railway tickets. It also has a 
pact with Prudential ICICI Asset 
Management Company to facili- 
tate investments in mutual funds 
through the internet. Integration 
of the two networks will be facili- 
tated by the fact that both OBC and 
GTB use Infosys’ Finacle 
as the core banking soft- 
ware platform. 

Add to this the 
extremely efficient and 
aggressive staff that came 
with Gre—despite his fail- 
ings in other areas, for- 
mer GTB Chairman 
Ramesh Gelli is credited 
with creating absolutely 
top-of-the-line infrastruc- 
ture and HR pool—and 
you have the makings of a 
winner. No wonder then 
that Narang, who is retiring in April 
next year, believes that the merged 
entity can become a Rs 1,00,000- 
crore networked conglomerate by 
March 2006, with a staff strength 
of just 14,000. 

If these, and other projections 
come to pass, a lot of the credit 
should go to Narang. When he 
took over as CMD in 2000, OBC 
was essentially a North-base bank; 
four years later, it has an all-India 
footprint and the distinction of 
having zero NPAs of its own (not 
counting the ones which came 
with GTB). His track record stands 
out on other parameters as well: 
Cost of funds has come down to 
under 5 per cent from around 9 
per cent in 2000; NPA coverage is 
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107 per cent compared to 23 per 
cent in 2002; return on assets is 
1.7 per cent compared to 0.9 per 
cent and the cost-to-income ratio 
is down to 29 per cent from 40 
per cent in 2000. Even the capital 
adequacy ratio (CAR) has improved 
to 13 per cent from 11 per cent, 
despite taking GTB on board. The 
RBI stipulates a 9 per cent CAR. 
The bank does Rs 55 crore of busi- 
ness per branch and Narang ex- 
pects this to touch Rs 100 crore in 
the next two years. 

So how does he expect to take 
the bank forward? The only way 
ahead is to generate greater fee- 
based income since gains from 
treasury operations are now taking 





a hit. “The emphasis will be on 
distribution of financial products— 
like insurance products and mu- 
tual funds—and make the bank a 
one-stop-shop for all activities. 
“People,” he points out, “will 
increasingly look at banks to take 
care of functions such as payments 
of water and electricity bills without 
necessarily coming physically to 
the banks.” 

But for that, networked branches 
are a must. OBC is focussing on this. 
“Earlier we were networking three 
branches per week; today we do 
up to 15 per week,” he informs. 
By 2006, his 400-odd branches 
should be networked. 

But in terms of customer focus, 
OBC will continue to concentrate 


on small and medium enterprises 
(SMEs). The reason: “The average 
yield from the SME sector is 8.5-9 
per cent compared to 6.5-7 per 
cent from large corporate borrow- 
ers. “Small people, obsessed as they 
are with family dignity, are unwill- 
ing to default,” says Narang with 
conviction. GTB, he believes, went 
down because of its huge exposure 
to the corporate sector. SMES 
account for 55-60 per cent of OBC's 
total lending, the retail business 
takes up another 25-30 per cent 
and big corporate houses the rest. 

Last but not least, Narang wants 
to institutionalise the issues emerg- 
ing from the merger, get them 
debated at board meetings and 
decide on the course of 
action, so that his succes- 
sor has no problems. 

But that’s not to say 
that everything is hunky 
dory with the bank. Says 
Viren Mehta, banking 
analyst with consulting 
firm Ernst & Young: 
“The management will 
have to invest significant 
time and resources to re- 
solve the NPA problem. 
Human resource issues 
arising out of pay parity, 
designation and work culture also 
have to be sorted out.” 

Of these, the HR and cultural 
issues are particularly significant. 
Despite its sterling performance, 
OBC still sometimes gives the 
impression of being steeped in the 
laid-back public sector culture of 
yore. And compared to its new pri- 
vate rivals, it lacks the all-out 
aggression that sets the winners 
apart from the also-rans in retail 
banking, the new growth avenue. 
Narang readily accepts this weakness 
and believes the *can-do" approach 
of the GTB employees must rub off 
on their OBC counterparts. Bringing 
about a cultural change, thus, holds 
the key to Narang's ambition of 
creating a truly great bank. @ 
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He may call it a financial supermarket, but - 
hardening interest rates have made Uday 

. Kotak realise there's still no replacement 
for a good old-fashioned branch network. 
BY ABIR PAL 


BUSINESS TODAY. JANUS 


T WAS ONE OF THOSE THINGS, 
it just happened so fast," 
recalls Dipak Gupta. Sitting in 
his first floor office, Gupta, 
; Executive Director, Kotak 
Mahindra Bank, is reminiscing about 
the recent investment Warburg 
Pincus | Internatio alone of the 








in the dier 194 cold Kotak 
indra Bank. From its origina- 
tion in late September, the deal, 
personally supervised by Vice 
Chairman and Managing Director 
Uday Kotak, was clinched in two 
. months flat. Warburg Pincus, 
already a stakeholder in companies 
like Bharti Tele-Ventures, Gujarat 
Ambuja and Moser Baer, shelled _ 
out Rs 75.9 crore through its funds, 
Madison Holding Ltd. and Melany 
Holdings, for a 2.75 per cent stake. 
That's Warburg's first investment 
ever in an Indian bank. 
“It’s a vindication of our busi- 
ness model and underlines the con- 
` fidence of long-term investors in 
Kotak Mahindra,” says a beaming 
Kotak. Sitting a floor above Gupta 
at the bank’s headquarters in 
Bakhtawar building in Mumbai’s 
Nariman Point, the 45-year-old 
banker has many reasons to feel 
the year has gone well for him. 
‘That his fledging bank debuts on 
Business Today’ s Best Banks sur- 
vey at #8 is just one of them. 
Business has grown an astonishing . 
334.6 per cent from Rs 1,497.38 
г crore to Rs 6,508.27 crore, post-tax 
profits have risen by over 75 per 
cent from Rs 44.95. crore to. — 
Rs 78.73 crore and the growth i in 
share of total deposits has been 
1,285.4 per cent. Sure, the growth 
figures are on a low base, but that 
doesn't take away the sheen from 
< the bank's performance. 
Dressed in regulation banker 
grey trousers, white shirt and pais- 
ley tie, Kotak admits setting up a 
o bank is “а hell of a job" and a lot 





harder than it looks, but the good 
news is that the first year’s success 
has only strengthened Kotak 
Mahindra’s resolve. “All energies 
are towards setting up a 100-branch 
network by the year 2007,” says 
the Vice Chairman, a network that 
will give it a larger presence than 
any foreign bank in the country. 
Astute readers would immediately 
have picked up something in 
Kotak’s apparently innocuous state 
ment, which signals a change in 
direction: subtle yet perceptible 


Since it was launched on March 
22, 2003, Kotak Mahindra stood 
out for not being a bank in a hurry 
No aggressive deposit mobilisation 
targets, no whistle-stop expansion 
tours, no overnight mushre )joming 
of ATMs. Not even the ‹ xpected 
publicity blitzkrieg. Instead, the 
Vice Chairman and senior managers 
took great pains to emphasise the 
bank’s innovative and non-tradi 
tional business model. Modelled 
on European banks, Kotak planned 
to meet every investment need of 
customer, from plain vanilla ban 
king to personal loans to mutua 
funds to insurance to securitie 
trading. Or as Gupta puts it: “The 
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business model works through 
first roping in customers by 
offering them great investment 
advice and then work on expan- 
ding their wallet share." 
However, that was last year, a 
time when interest rates were 
headed southwards. Today with 
the yield curve firming up, it's 
clearly time to take another hard 
look at the *boutique bank" model. 
Discloses Gupta: “Well, the decision 
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was taken about а month-and-a- 
half back to push our branch rollout 
plans into higher gear.” Whereas 
Kotak Mahindra Bank may initially 
have set a target of 50 branches, 
overnight (well, almost) it’s been 
doubled to 100. A wider deposit 
base is crucial in order to borrow 
cheap (which the bank can then 
lend at higher rates to make money) 
and retail deposits, at 4.5-5 per 
cent, are still amongst the cheapest 





Dipak Gupta/ Executive Director/ Kotak Mahindra Bank 

“The model works through first roping in 
customers by offering them great investment 
advice and then expanding their wallet share” 
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sources of funds around. Opines 
Sailav Kaji, Banking Analyst, 
Pioneer Intermediaries: “While 
activities like investment banking 
and broking continue to provide 
the bulk of revenues, first and fore- 
most the cost of funds have to be 
kept in check as even a 50 basis 
point differential makes all the dif- 
ference to the bottom line.” That 
explains the new-found enthusiasm 
to expand the branch network. 
While so far that may have just 
meant having signature offices in 
prime locations, today even more 
functional properties will do. 
Kotak Mahindra has 26 
branches (the Vice Chairman makes 
it a point to personally attend the 
opening of the first branch in every 
city) and along with wooing new 
customers, it’s trying hard to “con- 
vert” its 5,00,000-strong customer 
base—spread over its traditional 
non-banking finance areas like stock 
broking, car finance and 
insurance—into full-fledged ban- 
king clients. By leveraging its 20- 
year-old pedigree in financial ser- 
vices, Kotak feels he is in a better 
position to offer wider, deeper and 
innovative products to customers. 
Nurturing corporate relation- 
ships is what Kotak Mahindra vete- 
ran Shanti Ekambaram—with nine 
years of investment banking 
experience—does best. “Banking 
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is as old as sliced bread, and it’s 
only by providing a winning com- 
bination of value-added services 
and commodity products that the 
boundaries of the franchise created 
over the years can be pushed,” 
voices Ekambaram who, as Group 
Head (Corporate and Institutional 
Banking), is a part of the core team 
working on pooling synergies 
within the various arms of the 
group. Currently she sees a great 
opportunity in fast growing com- 
panies with turnovers between 
Rs 50 crore and Rs 500 crore. 

On the ninth floor of the com- 
pany’s headquarters, a red-eyed 
C. Jayaram is about to embark on 
another gruelling international 
business trip. This time it’s the 
Middle East. Executive Director 
and head of the newly formed 
Wealth Management division, the 
former stock market whiz today 
supervises 80 relationship managers 
across nine offices. Their brief is to 
meet every conceivable investment 
need of the 2,000-odd clients, each 
with a net worth of Rs 5 crore- 
plus. *You start off with a detailed 
risk profile, tailor-make a solution 
and end up offering products 
across a variety of asset classes," 
says Jayaram, outlining his team's 
modus operandi. Akin to what 
private bankers are doing very 
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successfully internationally, Kotak 
Mahindra says it'll soon start 
offering advice not just on stocks 
and bonds, but also on real estate, 
art and estate planning. 

While banking purists may balk 
at the thought of offering advice 
on art, reality is that in the coming 
years, it's these specialised services 
that will be the clincher. Too new 
(and small) to compete with tradi- 
tional commercial bank giants like 
ICICI Bank and spi, Kotak Mahindra 
is relying on some lateral thinking to 
get around its handicaps. Like the 
problem of reach. Well aware of 
the futility of competing on sheer 
numbers when it comes to ATMs, 
Kotak customers have the option of 
using any bank’s VISA ATM, free of 
charge. ATMs, or otherwise deliv- 
ery channels, have always been 
important to Uday Kotak who says 
he's inspired by Domino's Pizza's 
30-minute delivery model. 

Kotak also offers a home ban- 
king service, through which cash 
is delivered at the doorstep abso- 
lutely free. Similarly, demand drafts 
and cheques are also picked up and 
delivered. A tie-up with service 
providers Les Concierges also 
ensures that customers who fall in 
the “mass affluent" bracket, or with 
a household income of over Rs 4.5 
lakh per annum, can book cinema 


Delive 

channels like 
ATMs were 
important to 
Uday Kotak, 
who was 
inspired by 
Domino's 
30-minute 
delivery model 


or theatre tickets and even order 
flowers or cakes from home. 
Targets are many for the non- 
banking finance company (NBFC) 
turned bank turned financial ser- 
vices "supermarket". For instance, 
the current and savings account 
mix, which currently hovers around 
32. per cent, ideally needs to be 
boosted to 40 per cent. Non-fund 
based income, which today con- 
tributes 39 per cent to the top-line, 
could also do with a hike. Then 
there is the question of the pro- 
moter holding of 60 per cent. As 
per Reserve Bank of India regula- 
tions, this needs to be brought 
down to 49 per cent, gradually. 
The 2.75 per cent stake divestment 
to Warburg was the first step. 
However, what has really 
Kotak and his A-team really 
foxed—and one they are publicly 
willing to talk about—is not so 
much garnering fresh deposits, as 
something closer home: retaining 
talent. “You can never underesti- 
mate the challenge of attracting 
and retaining good people," says 
Kotak who's seen the bank's 
strength swell from 1,500 to over 
4,000 in barely 18 months. 
Kotak's found one long-term 
investor. Now he's zeroing in on 
long-term customers. And of course 
equally long-term employees. 







Presenting LaserPanacea, the all encompassing and versatile 
Core Banking Solution. A centralised solution that addresses 
every niche of banking. Providing total freedom to scale-up 


performance and excel in no time 


Panacea” 


Lightest Core Banking Solution 


Successfully in operation across | 


351 branches of Corporation Bank 





SOLUTION 
with the times 


Centralised Retail and Corporate Bankir 
Centralised Trade Fina 


Integrated Treasury Management 





Full scalability to over 1 )0 branches 
Processes over 2.5 n transactions pe 
Over 6000 functionalities built-in 

Least bandwidth (0.5 Kbps per user) 


Minimal operationa 


So, if you are looking to keep pace with moder 
then the turnaround is right in front of you 


A Laser Soft 


Infosystems Ltd 


147 & 148, Tirupathy Nagar, Valasaravakkan 
Chennai - 600 087. India. Ph: 44-2486 9911 / 9338 


URL: www.lasersoft.co.in e-mail : marketing@lasersoft.co 


DEUTSCHE 


76 J 
Deutsche Bank India is happy being a small 
satis corporate bank. Know why? It's lucrative as hell. 


In The Small Bank 
VM BY SHILPA NAYAK 


up am m y HILE OTHER BANK 
! CEOs jostle with 
| each other for a 
V/ Wl piece of the retail 

¥ сопѕитегѕ wallet, 

Gunit Chadha prefers to watch the 
brawl from afar, his pin-stripe suit 
spotlessly clean. That, of course, is 
an imagery, but an accurate descrip- 
tion of 43-year-old Chadha's posi- 
tion in the industry. Roped in by 
the German bank in August last 
year from IDBI Bank, Chadha has 
been given an unequivocal man- 
date: grow the bank's corporate 
and investment banking franchise in 
India. Which is why Chadha, who 
came to IDBI via Citibank, is unfazed 
at the bank's size: it has a little over 
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Rs 8,600 crore in assets, operates a 
mere five branches, and employs 
only 500 people in the country. 
“We are in such a sweet spot of 
the economy where plenty of 
opportunities are looking through 
the window,” says Chadha. 

It's hard to disagree with the 
Managing Director and CEO of 
India’s best bank in the small bank 
category. While its net sales last 
year were just Rs 892 crore, it raked 
in gross profits of Rs 714 crore 
(that’s no typo). Net of taxes, inte- 
rest and depreciation, it still walked 
away with 28.55 per cent in profit 
margins or Rs 273 crore. Chadha 
says that he’s confident of a 30 per 
cent year-on-year growth in the 
top-line at least for the next few 
years. “And we don’t need to open 
new branches or spend on adver- 
tising to scale up. Our aggression 
will show in the value we deliver to 
our demanding clients and the busi- 
ness we do,” he says. 


Heave-Ho 
At present, the bank has two broad 
businesses. One includes global 
banking and capital market services, 
where it offers everything from 
trade finance to custodial services to 
broking to M&A advisory. Recently, 
it developed a cash management 
solution for Castrol India to help 
streamline its treasury management, 
improve cost efficiencies and credit 
control. The results were quick in 
the coming: Castrol freed up nearly 
Rs 10 crore in working capital. 
That apart, Chadha points out, 
“a significant proportion of book- 
run deals in the country are led by 
Deutsche Bank.” Recent examples 
include a Rs 1,000-crore five-year 
bond issue for HDFC and Exim 
Bank’s $250-million (Rs 1,100- 
crore) bond. The bank also advised 
in Reliance Infocomm’s acquisition 
of Flag Telecom, and AT&T’s sale of 
its stake in Idea Cellular. In equity 
broking, it controls 10 per cent of 
the total ЕП inflows into the country, 


"oom em TIUS mr a a "үтү. тү T* 


Money-Spinner 
8,602.93 


891.9 


26.44% 





AKI PAUL 


Net PAT Total КОММ ROCE 
Sales Assets 
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while in the custodial business it 
has a 30 per cent share. Over the 
past year, Chadha has beefed up 
his corporate banking team. He’s 
brought in Narendra Nagpal from 
WI Carr securities to be product 
head of global equities; Sanjay 
Agarwal from Kotak Group to 
manage global corporate finance; 
and Rahul Raisurana, formerly a 
Moody Investor services hand, to 
take charge of credit risk manage- 
ment. Their brief is to help clients 
take advantage of the Frankfurt- 
based DB’s range of offerings. 

The second, and more recent, 
line of business is asset manage- 
ment and private wealth manage- 
ment. The latter, launched in 
January 2003, already has assets 
worth Rs 2,500 crore under mana- 
gement, but Chadha wants to 
broaden its scope. At present, the 
clients comprise institutional inv- 
estors and the portfolio is debt- 
oriented. The plan now is to tap 
retail audiences for the asset mana- 
gement business. 

But the ambition here may be 
significantly bigger than it looks. 
Recently, the parent infused Rs 419 
crore in capital and allowed Chadha 
to develop a holding structure for 
the bank's loosely-run businesses in 
the country. The idea, as being 


Deutsche Bank 
India's Firsts 


€ Did the first dollar bond ($300 million, 
or Rs 1,320 crore) out of India in six 
years for ICICI Bank in 2004 


@ Ran the first zero-coupon convertible 
bond of $178 million (Rs 783. 2 crore) 
from India for Reliance Energy in 2004 


@ Marketed telecom’s first-ever convertible 
bond of $115 million (Rs 506 crore) from 
Bharti Tele-Ventures 


@ Sold the largest single-tranche of 
five-year rupee bonds in recent years 
of Rs 1,000 crore for HDFC. 


reported in the German press, is to 
create a channel through which the 
parent can invest money to boost its 
private banking business, either 
organically or through acquisitions, 
now that RBI has allowed foreign 
institutions to enter this segment. 

It's easy to see why India appeals 
to DB. With an estimated $109 bil- 
lion (Rs 4,79,600 crore) in private 
banking assets, the country offers 
plenty of growth opportunities for 
a bank that aspires to be a global 
leader in wealth management. 
Besides, none of the local banks 
can match DB's expertise or offerings 
in the area. It will, however, face 
competition from foreign banks. 

Meanwhile, the bank last year 
set up two BPO centres in India (in 
Mumbai and Bangalore) to process 
trade transactions originating in 
Asian countries, and global cash 
operations and electronic pay- 
ments. The equities BPO, based in 
Mumbai, will provide equity sales, 
execution and research services to 
select local institutions, interna- 
tional fund managers and investors. 
“The parent is fully committed to 
India in terms of resources, credit 
and support,” says Chadha. 

After all, there aren’t too many 
markets where you can be small 
and make over-sized profits. @ 
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FOCAL POINT 


SEVEN TELECOM 


TRENDS FOR 2005 


India’s most happening sector will only get even more happening 
next year. Here’s what lies in store and why. By KUSHAN MITRA 


On the move: N 
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The 65-million Certainty 


F THINGS GO WELL IN 2005, 


Ё | one out of every 13 Indians 


will own a mobile phone. 
And if things go badly, one 
out of every 15 will. India’s 
telcos will be happy with the 
first scenario, which translates 
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into 75 million phones by the 
end of 2005, but they will not 
be unhappy with the second 
either (which translates into 
65 million phones). No one is 
arguing about whether India’s 
mobile telephony market will 


grow; the two points of view 
have to do with whether it will 
grow at the rate of 35 per cent 
or at the rate of 56 per cent. 
As suggested by either rate 
of growth, telecommunication 
services will be available almost 


anywhere in India. “Subscriber 
growth will be driven by the fact 
that services will be available in 
some 5,000 towns and cities by 
the end of next year,” says Kunal 
Ahooja, ур (Telecom), Samsung 
India. “More coverage is our prio- 
rity,” adds Amit Khanna, the 
spokesperson for Reliance 
Infocomm. “By the end of next 
year, we should cover almost 95 per 
cent of India’s land mass.” And 
everyone is convinced that India 
will have 100 million mobile tele- 
phony subscribers sometime in the 
middle of 2006. 

Already (at the end of Novem- 
ber 2004), only 27 per cent of the 
country’s 36-million GsM-mobile 
subscribers (the remainder is made 
up largely by Reliance Infocomm, 
which offers a CDMA-based mobile 
service) reside in the four metro- 
politan cities; 36 per cent live 
in A-circles (Andhra Pradesh, 
Karnataka, Tamil Nadu excluding 


The Boom 
Is On 





2000 2001 


2002 2003 2004 


18 Lower estimate W Higher estimate 
Figures are number of mobile telephone connections in million 


2005 


Chennai, Gujarat, and Maharashtra 
excluding Mumbai); 31 per cent 
in B-circles (Kerala, Punjab, 
Haryana, Uttar Pradesh, Rajasthan, 
Madhya Pradesh, West Bengal, 
and Andaman and Nicobar); and 
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5.3 per cent in C-circles (Himachal 
Pradesh, Bihar, Orissa, Assam, and 
the North East). Significantly, bet- 
ween October and November, the 
C-circles registered the fastest 
growth (6 per cent), followed by 
the B-circles (4.49 per cent) and the 
metros (2.64 per cent). And altho- 
ugh the growth of the C-circles 
looks anaemic in absolute terms 
(they account only for 9.47 per 
cent of the total subscribers added 
between October and November), 
the same cannot be said for the 
B-circles (41.66 per cent). This, 
clearly, will be the source of future 
growth. “As penetration increases 
in rural areas, subscriber growth 
(in these areas) will continue,” says 
Prashant Singhal, a consultant at 
Ernst & Young. There is a caveat, 
though. “These new subscribers 
will not be high spenders and this 
will pose new challenges for ope- 
rators,” adds Singhal. That’s 
another story. 
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1 V For Ver: V For Value-Added Services 


is something anyone who has attended tele- 

com summits in India in the past year (there 
have been several of these) would be familiar with. 
Operators in that country, it is said, generate around 
30 per cent of their revenues from value-added 
services (VAS), essentially short message service (SMS). 
To Indian telcos, that number sounds nothing short 
of the magical: this year, VAS accounts for 6 per cent 
of revenues of the typical Indian telco, and that’s a 
considerable improvement over the 2 per cent it 
accounted for last year. That number, most telcos are 
convinced, will grow rapidly in the coming year. 
Reason? “Language, language, language,” as Sanjay 
Behl, Head (Marketing), Nokia India, puts it. 

Indeed, as mobile telephony becomes a 
functionally ubiquitous service in India—something 
not too many products can claim to be; soaps and 
two-wheelers can; credit cards (there are 10 million 
of them) and debit cards (20 million) cannot—the 
vernacular will replace English as the preferred 
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choice for mobile commu- 
nication, through voice or mes- 
saging. Balu Nayar, Head (vas), 
Hutch, speaks gushingly of the 
difference the company’s inter- 
active voice response system 
(IVRS) in local languages has 
made. *In certain markets, 80 
per cent of the people accessing 
the IVRS do not use English; they 
are comfortable in their own 
language.” “Language has always 
been a big inhibitor for the 
growth of data (services such as 
SMS)," adds Kobita Desai, 
Principal Analyst, (Telecom 
Services and Mobile & Wireless 
Communications), Gartner. 

Vern isn't the only reason 
VAS will take off in India in 
2005 (although it is the pri- 
mary one). Entertainment, telcos 
are discovering, is a big draw, 
even in smaller centres. “The 
success of our Hello Tunes cam- 
paign (where a caller gets to lis- 
ten to a popular song instead of 
the boring ring; Hutch has its 
own version of the service) and 
the number of ringtone down- 
loads happening here have con- 
vinced us that mobile telephony 
is revolutionising the way music 
is bought and sold in this coun- 
try," says Mohit Bhatnagar, УР 
(New Product Development), 
Airtel. “Entertainment may be 
an easy thing to get in big cities 
where you have malls and mul- 
tiplexes,” says Hutch’s Nayar 
echoing Bhatnagar’s sentiment, 
“but there are youth in other 
cities and they are the ones dri- 
ving VAS, because for them, 
downloading a clip of a cricket 
match, a wallpaper, or a ring- 
tone isn’t something for which 
the money comes out of their 
telecom-spend; it comes out of 
their entertainment-spend.” No 
prizes for guessing the pre- 
dominant language as far as 
entertainment is concerned 
(hint: it’s not English). 
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PHONES 


Made 
In India 


ARLY IN DECEMBER, THE 
Es largest mobile phone 
company, Nokia, announced 
that it would be investing $150 
million (Rs 660 crore) over the 
next four years in a manufacturing 
facility in India. By late 2005 or 
early 2006, the company's 
President Pekka Ala-Pietila said, 
the plant would roll out its first 
phone. With some 23 million new 
mobile connections added in 2004 
(not to mention the replacement РИТИ" 
market for phones), it was only a EEE LGA 
matter of time before companies 
realised that it made sense to manufacture locally. 

The logic behind this move is straightforward: it may be cheaper to 
make phones in China, Taiwan or Malaysia, but they still have to be 
shipped to India, where imported handsets attract a customs duty of 5 per 
cent. That could explain why the grey market still accounts for four out 
of every 10 handsets acquired by Indian customers. “If companies set up 
base here, they will be able to offer low prices and combat the grey mar- 
ket, which is particularly rampant towards lower-end models," says 
Gartner's Desai. “Being based in India will enable us to be close to the cus- 
tomer and adapt our models better (for the Indian market)," adds a Nokia 
executive. “It will drive prices down." 

Everyone, telcos, handset vendors, analysts, is convinced that low 
prices will drive growth. The CEO of one global handset manufacturer lets 
on that his company is working on a *Rs 1,000 phone". That could well 
take the market into the next level; it was Reliance Infocomm's serious 
price-play that set off the last big boom in the telecommunications mar- 
ket, a boom that shows no signs of petering out. 

It isn’t just Nokia; Korean electronics major LG has already announced 
a $60-million (Rs 264-crore) manufacturing facility in Maharashtra, and 
the buzz in telecom circles is that almost every handset maker of note is 
evaluating an investment in manufacturing in India. It is likely companies 
will set up manufacturing facilities in the second most happening mobile 
telephony market in the world (after China); it is also likely that some out- 
source manufacturing to electronics manufacturing services (EMS) firms such 
as Flextronics and Solectron that have a presence in India; however, it is 
unlikely that India becomes a handset manufacturing hub for all of South 
Asia. While companies may find it economically viable to make handsets 
in India for sale in the domestic market, high transaction costs and ineffi- 
ciencies in the logistics chain make exports from India all but impossible. 
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“ent More For Less 





Hold on: | 


people as the mango, another, equally politely refe- 

rred to as fish, and could well see, before the 
end of the year, a Nokia phone shaped like lipstick. No, 
we kid you not, but expect things, as in phone shapes, 
to get even weirder in 2005. Weird-shaped phones, 
however, do not constitute a new trend (shapes will get 
even more unconventional in an effort to accommodate 
even larger screens); nor does the fact that product life- 
cycles in the handsets business are getting shorter by the 
day (one reason why a phone that costs Rs 25,499 
today can be had for Rs 15,499 three months down the 
line). What will, is something that can be called the 
more-for-less phenomenon. 

Percy Batliwala, GM (Personal Communications 
Sector), Motorola, sums this trend up best when he says, 
“Vendors like us will increasingly start offering more 
features such as colour screens, cameras, and general 
packet radio service (GPRS) at the same price at which an 
entry-level phone is available today.” That doesn’t 
mean the market for high-end phones will fizzle out. As 
Nokia’s experience with the Communicator 9500 
shows—all 550 phones that hit Mumbai were sold in 
two hours flat; the Communicator retails for Rs 41,990 
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—that’s a niche that has rapidly grown into a very 
healthy slice. The PDA (personal digital assistant)-cum- 
phone has come of age and could well rule over the 
high-end of the market in 2005. What it does mean, 
though, is that features such as GPRS, still and video came- 
ras, and colour screens will no longer be the differen- 
tiators between low-end phones and high-end ones. It 
isn't just consumer demand that is encouraging handset 
manufacturers from jumping on to the more-for-less 
bandwagon. Telcos too, love low-end phones that are 
fully loaded. *To help operators enhance their revenue 
potential, you will see even low-end handsets coming 
into the market being Java- and GPRs-enabled to facili- 
tate downloads of applications," says Nokia's Behl. 

Another radical change in 2005, as far as the hand- 
set market is concerned, will be the emergence of the 
replacement market. “Indians tend to keep their phones 
for years," says Praveen Valecha, Product Group Head 
(Mobile Phones), LG Electronics India. “However, as the 
number of features progressively increase with a cor- 
responding decrease in prices, the replacement market 
will become significant.” Customers, then, could go 
mobile with low-end, albeit feature-rich, phones and 
then graduate to high-end ones. 
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At Rai Universityathe objéct of teaching a Student isto enable 
him {@ be a self starter One of the many “Life Skills” that we instil for life 
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^ A Step Closer To Nirvana 


T’S BEEN SAID BEFORE, MOST LIKELY IN DECEMBER 2002 AND DECEMBER 2003, 
but this time we mean it: 2005 could well be the year of the broadband 
revolution. The telecom regulator, Telecom Regulatory Authority of India 
(TRAN, had articulated its belief, in a paper on broadband published last year, 
that India was headed for a broadband boom. That didn’t happen, but now 
the entity is trying to make the surfeit of cable, optic fibre and copper that 
traverses subterranean India available to companies that wish to pipe 
broadband services through them. There are still issues related to last-mile 
access (the debate on whether broadband companies must lay fresh cable 
to homes, or use existing last-mile connectivity from telcos on payment of 
a carriage fee is far from resolved) and pricing—in an interview to this maga- 
zine sometime back, Microsoft CEO Steve Ballmer was emphatic that the one 
thing blocking large-scale computer penetration in India was the price of 
broadband internet access—but that could soon change. “Increasingly, 
you will see low-priced personal computers being offered by telecom 
companies in an attempt to push the use of broadband,” says Neeraj 
Chauhan, Director (International), eSys Distribution, one of the world’s 
largest hardware distributors. “This will be done in a pay-as-you-use- 
way.” Chauhan is right, and the process has already started happening. Airtel 
and Reliance Infocomm already offer a personal computer (PC), broadband 
connection and telephone in a bundled-promotion, and the Tata Group 
recently announced that it would soon be vending broadband connections 
and a low-cost internet-access device developed and powered by chipmaker 
AMD. However, this is right now restricted to those areas where these 
companies boast last-mile access. Some broadband operators are trying to 
go the cable way and while this may work, as Ramesh Krishnan, Country 
Manager, Verisign, points out “Because the cable industry is fragmented, 
there can never be large-scale deployment of broadband over cable.” 
There are two ways out. One is the way Reliance Infocomm is getting 
around the problem, by using wide area networks (WAN) over Ethernet. 
“This involves setting up a hub in a locality or apartment complex and 
drawing 100 megabyte per second cable Ethernet connections to every 
household in that locality,” explains Reliance’s Khanna. The other is to 
use Intel’s new WiMax technology that, while expensive, allows the use of cel- 
lular base stations to envelop huge areas (30-50 sq. km) with wireless broad- 
band connectivity, sort of like Wi-Fi-on-steroids (Bharti is running a WiMax 
pilot project in Bangalore). 2005 could well be the year it all comes together. 


set 
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No Logo... 


ILL 2005 SEE THE 

entry of the first 

Mobile Virtual Net- 
work Operator (MVNO for 
short) into India? It well 
could. For the benefit of the 
uninitiated, an MVNO is a 
company that buys band- 
width from a telco and then 
rebrands it under its own 
name and goes out and offers 
the service to customers. 
Virgin Mobile, part of the 
Virgin Group promoted by 
over-the-top millionaire 
Richard Branson, is the best- 
known MVNO around. 
Indeed, when Branson spoke 
of his interest in entering the 
Indian telecom market on a 
recent visit to the country, 
it was probably an MVNO he 
was considering. 

For many years, this was 
not possible under Indian 
regulations. Policy wonks 
reasoned that allowing 
MVNOs would discourage 
companies from investing in 
infrastructure, and infra- 
structure, the logic conti- 
nued, was what the country 
most needed. Now, though, 
there is an infrastructure glut, 
especially in lucrative urban 
areas. “The revised New 
Telecom Policy, 1999, men- 
tions the resale of space,” says 
Rajat Kathuria, a consultant 





bt telecom 


with TRAI. “I believe that the Indian 
telecom market is mature enough 
for such virtual network operators 
to set up shop.” Kathuria believes 
that virtual long-distance operators 


will enter the country before virtual 
mobile ones do. Then, there are 
other points of view on mobile ope- 
rators. “India is not yet mature 
enough to have virtual network 


operators," says E&Y's Singhal. His 
rationale: there isn't enough excess 
capacity yet. Still, even he is 
convinced that the trend will 
emerge in 2006. 


REGULATION 


= Another 
= Rough Year 


PARE A THOUGHT FOR PRADIP BAIJAL, THE HEAD OF 

TRAI. No matter what he does, he does not 

seem to be able to make people happy (or get 
good Press, for that matter). Take the unbundling 
thing, for instance. Baijal is all for unbundling the last 
mile for broadband service. That meant that a broad- 
band service provider would be able to use last- 
mile lines laid by telcos to pipe broadband connec- 
tivity into homes (for a charge, of course). Now, if he 
gets his way, the state-owned telecom monoliths 
will, no doubt, cry foul and allege that he is playing 
favourites. And if he doesn't, broadband service 
providers can accuse him of watching out for the 
interests of the state-owned firms. 

Three issues, however, will continue to take up 
much of TRAI’s time (and column space іп news- 
papers) in 2005. 

The first is spectrum, or the lack of it. "Spectrum 
issues will crop up everywhere," predicts TRAI’s 
Kathuria. *In mobile telephony, wireless broad- 
band, anything you can think of and it will be a 
core issue because it concerns competition and con- 
sumer interests." The signs of an impending battle are 
already here with code-division multiple access 
(CDMA) and global system for mobile communications 
(GSM) operators scrapping for the 1,900-megahertz 
band. For the record, this band was meant to be rese- 
rved for GSM players who could, the reasoning 
went, use it to offer third generation (36) wireless 
services (actually, most GSM-based 3G networks in the 
world use this band). GsM players allege that CDMA 
companies (read: Reliance Infocomm and Tata 
Teleservices) are lobbying to usurp this band and 
thereby, prevent the launch of 3G GSM services in 
India. The CDMA operators claim that they need 
the 1,900-Mhz band to expand and that their service 
on this band can co-exist with 3G GSM services. 

Then, there’s the common enemy: the Defence 
Ministry, whose various arms hog much of the 





spectrum available. 

The second is number portability, which will, in 
effect, allow a customer to move from one mobile 
operator to another, even from a landline operator 
to a mobile one without changing his or her number. 
In effect, ownership of the number is the customer’s. 
There’s no denying the fact that doing this will 
make it easy for customers to shift from one telco to 
another; in the Us, when number portability was 
allowed, tens of thousands of customers switched 
service providers. Again, there are telcos in favour of 
this and those against, and just to make things more 
difficult, the skill-set required to effect this isn’t 
commonly found in India. 

The third is the debate into the access deficit 
charge (ADC) regime that will continue well into 
2005. All things remaining equal, it seems unfair that 
a telco pay a competitor for originating and termi- 
nating a call on its own network (shorn of all jargon, 
that’s what happens now). In 2005, Baijal has the 
unenviable task of resolving these three issues, And 
that’s only the beginning. @ 
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By Raghunath Rudran 


NURTURING WEALTH CREATOR SERIES 


Imperatives for 
Reverse Logistics 





eveloping nations like India are faced with 
D the issue of fragmented supply chains in 

most of its industrial and service sectors. 
The infrastructure required is in a woefully under- 
developed stage. Our transportation systems are yet 
to keep pace with the requirements of our economy. 
Our roads do not have sufficient width and are of 
poor quality. The trucks that ply on them are 
overloaded and the average truck speeds are low. 
Our ports are congested and turnaround times are 
high with respect to international standards. The 
distribution channel penetration into rural areas and 
various markets is not efficient for most products. In 
sectors like agriculture and food, there are massive 
losses of product in the process of transportation and 
storage. Our laws on VAT and Motor Vehicle 
Transport also need a lot of improvement and 
effective implementation. With all this, we are hard 
pressed to put in place effective forward supply 
chains for many goods. 

In contrast, developed 
nations have highly dev- 
eloped supply chains for 
forward logistics. And now 
they are concerned with 
‘Reverse Logistics. Reverse 
Logistics is a group of 
activities that is concerned 
with the reverse flow of used 
products, from the end user to the manufacturer. One 
of the objectives is to retrieve the residual economic 
value of the product. Another important objective is 
to see to it that there is safe disposal or redistribution 
back into the system, in a useful manner. The group 
of activities includes collection, inspection, 
processing, disposal or redistribution. Today we have 
many products like plastics, white goods etc. which 
do not get assimilated into the ecosystem at the end 
of their useful life. But we do have laws in place 
mandating the establishment of proper channels for 
batteries and medical waste. 


Both Government and Industry 
need to be pro-active and view 
the effective functioning of 
both the forward supply chain 
as well as the reverse chain as 
a new business reality. 


The reverse logistics flow is 'many to few' as 
compared to the traditional forward logistics 
where the flow is ‘few to many’. This brings 
about the need for development of unique channels 
to ensure reverse flow or calls for effective use 
of existing channels. Reverse logistics is chara- 
cterized by uncertainty of material return. That is, the 
product may be returned at any stage of its life cycle 
by the customer. It may be in varying stages of 
reusability. In addition, there is uncertainty in 
recovery of material. The processing time for such 
goods is stochastic and variable. Depending on the 
current condition of the used product, they have non- 
standard processing times. All this makes the 
integration of such components and products, into 
the forward logistics stream very difficult. Thus it is 
seen that to have a proper reverse logistics system in 
place is a major challenge even for the multinational 
corporations in the developed nations. 

It is an even greater 
challenge to discuss and appr- 
eciate reverse logistics mean- 
ingfully and implement it in 
developed nations at this 
stage. However, worldover, 
there is a growing pressure 
from society for proper 
life-cycle assessment and 
disposal of all components of 
the various products. Costs of disposal and reverse 
logistics have to be increasingly seen as part of the 
intrinsic product costs by all organisations. Today, 
corporations need to view reverse logistics as a core 
business process. Both Government and Industry 
need to be pro-active and view the effective 
functioning of both the forward supply chain as well 
as the reverse chain as a new business reality. 
We have a lot of catching up to do. 


Prof. Raghunath Rudran is on the faculty of TA. Pai Management 
Institute, Manipal and can be contacted at raghunath@mail.tapmi.org 
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Dhirubhai ensured that the Chairman would aways be the final 
authority on Reliance to protect it from threats of a family split— 
a threat he witnessed first hand. BY BRIAN CARVALHO 


10:30 AM. 


the largest gleam in the Vice Chain i 










eu If Mukesh 


Location: Eighth floor, Seawind, the room of 
the late Dhirubhai Ambani, founder patriarch 
of the Reliance group of companies. Present are 
the warring Ambani brothers, Mukesh and 
Anil, their respective wives Nita and Tina, sisters Dipti 
Salgaonkar and Nina Kothari, and the matriarch of the 
family, Kokilaben. Over the next couple of hours, 
discussions on how the family estate and assets should 
be apportioned between the brothers, sisters and 
mother are carried out. It's at this meeting that the first 
concrete option for a split between the Chairman and 
the Vice Chairman of the Rs 75,556-crore flagship 
takes shape: Take ownership 


does after all control most, if not all, of the 34-odd 
per cent of the shares of RIL that constitute the persons 
acting in concert with the promoters, he's firmly i in the 
driver's seat, and Anil sympathisers point out it's that 
holding that needs to be divided equally between the 
brothers. If that is at all possible, it would mean that not 
only does Anil continue as a Managing Director at RIL, he 
also gets a chance to take charge of a few of RIL’s lucta: 
tive newer businesses like gas exploration, production and 
transportation, and gets more than a few fingers in the pie 
of 45 per cent RIL-owned subsidiary, Reliance Infocomm. 
Insiders at RIL emphatically state that such an 








and control of Reliance 
Energy, Reliance Capital and 
Rs 10,000 crore, and also be 
assured of feedstock (gas) from 
RIL for Reliance Energy's gas 
business (the price of the gas, 
by when would supply begin, 
` the quantum and other such 


0 ‘details would need to be. 
worked out), is what Mukesh 


would. have thought a fair 
offer. What would have been 
left unsaid is; Keep your hands 
off RIL. That's mine. 

When that offer was indeed 


made last fortnight, Anil ' 


Ambani, 45, obviously wasn't in 
any mood to accept it, and insi- 
ders close to him reveal that 
more than Reliance Energy and 
Reliance Capital, it's RIL that's 








Anil’s “inconsistencies” according to RIL 
spokespersons. 
Ф Anil announced the UP project without 

discussions with the RIL board. The board 
did discuss power sector ventures, but only 


in the context of larger opportunities, and 
pe ev specific project. 


———————M—— nemane атина неи еннен, 


: @ Anil decided to get into politics without infor- 


“ming the RIL board. Although Dhirubhai was 
perceived to be pro-Congress, RIL spokesper- 
sons insist that Reliance has always stayed 
neutral and the patriarch firmly believed that - 
one can't afford.to take political sides when in 
business. Anil was going against that belief. ` 


@ Anil was responsible for the bid for moder- 
nising the Mumbai and Delhi airports without 
consulting the board. Mukesh wasn't keen. 
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arrangement isn’t acceptable to 


- preposterous is the idea of 
-splitting this highly-integrated 
oil-to-textiles conglomerate 


the Chairman, and even more 







between the two brothers. The 
idea of Anil continuing to func- 
tion, even іп a secondary role 
at RIL, they add, is unacceptable 
because of his several “incon- 
sistencies" earlier in the year, 
when he announced the up. 
power project, entered poli- 
tics and bid for airport moder- 
nisation projects without taking 


the RIL board into confidence. 
‘In such a scenario, the only 


room for negotiation is for 
Mukesh to take up the cash 


- settlement figure. At the time 
xof writing, another family 
mecting appented | imminent, 





he 


Sibling rivalry: Will the brothers reach a separation settlement by December 28, the birth anniversary of their fat 
and RIL insiders are upbeat that a settlement will be average market cap of Rs 67,000-odd crore. Reliar 
thrashed out by December 28—the birth anniversary of Energy and Reliance Capital—which Anil has 


the late RIL founder. offered—together had a market cap of a little 

From Anil’s point of view, Rs 10,000 crore as a set- Rs 13,230 crore, which works out to less a fifth of 
tlement would seem abysmal considering that Mukesh value. In revenue terms too, RII ip thre 
wants to keep RIL all to himself. According to the вт fourths of the group, and don't forget the huge upsid 


500, for the first half of 2004-2005, RIL had ап that exists in the new businesses 


makes 


of оп and 





CHARGE DEFENCE 


© RIL was providing 90 per cent of the RIL directly and indirectly controls just under 37 per cent 
funding, yet it was a minority shareholder in Infocomm (taking into account holding company 


in the project RCIL), and this will go up significantly once preference 
shares are converted 

© How can the Chairman himself It's an accepted practice in IT and telecom. 

be allocated sweat equity? Moreover, the Chairman was hands-on and had an 


executive role in the project. Agreement between RCIL 
and Mukesh for sweat equity entered into in July 2000 


© RIL gets an annual dividend of just Fully-convertible cumulative preference shares are 

Rs 16 crore on a Rs 8,100-crore ideal for long-gestation projects such as this, because 

investment via the preference share issue it takes care of the downside. If things go wrong, investors 
can still get 8 per cent tax-free returns at redemption 
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JAYANTA SAHA 


petroleum marketing, and infocomm. What’s more, 
Anil has huge plans for Reliance Energy in generation, 
transmission and distribution, entailing ап investment 
outlay of Rs 25,000 crore. Assuming a 3:1 debt/equity 
ratio (largely the norm for power projects), Reliance 
Energy still has huge commitments to make over the 
next few years. But then again, the question of an equi- 
table split between the two brothers doesn't exist if 
Mukesh Ambani as Chairman does control a huge 
chunk of the promoter's stake, with Anil's holding on 
the other hand in very low single digits. 
Unsurprisingly, the mood is sombre and tense at the 
residence and headquarters of the Ambanis, and 
sources in the hospitality industry point out that a num- 
ber of the family's functions that were to be hosted at 
the two premier five-star hotels in south Mumbai 
have been cancelled in this festive season. RIL insiders 
instead point to the likelihood of a Krishna Katha 
being resorted to for nine days into the New Year in 
Jamnagar by the family matriarch, presumably to 
hammer home the message that divine pure love mat- 
ters more than more mundane material conquests. 
Of course, a settlement or, rather, a separation by 
December 28 would make the Krishna Katha immensely 
more pleasurable for all, including the hundreds of Ун» 
to whom invitations will be extended. More signifi- 
cantly, it will also send out a message of confidence 
and security to the 3.5 million shareholders of the 
group—including the foreign investors with a 22.85 
per cent holding in RIL, many of whose representatives, 
reveal company insiders, were present at an informal 
meeting on the evening of December 4, at the poolside 
of Seawind (one day prior to the family meeting), where 
they were assured that matters would be resolved swiftly. 
To be sure, this isn't the first time RIL’s integrity as 
a single entity has been threatened—and it's precisely 
because of this earlier threat that the company is better 
placed this time round to protect shareholder interests, 





The Chairman is king: Dhirubhai H. Ambani (second from right) with 
his brothers Natubhai (extreme left) and Ramnikbhai (second from left) 
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and those of the Chairman. RIL insiders reveal that in the 
early to mid-eighties, when Dhirubhai was Chairman, 
he had elder brother Ramniklal as Joint Managing 
Director, and youngest brother Natvarlal as an 
Executive Director. At some point, not too long before 
Dhriubhai was hit by a stroke in the mid-eighties, the 
uncomfortable topic of dividing Reliance between the 
three brothers came up. Dhirubhai was reportedly 
furious, and that's when he decided that going forward, 
the Chairman would always be the central authority at 
Reliance rather than the family, by controlling the 
company via a maze of hundreds of investment com- 
panies (in due course, he got his brothers out of RIL by 
offering them settlements of a few hundred crores—said 
to be higher than the value of their shareholding at that 
time). At last count, one insider puts the number of 
these investment firms at 361, although figures ranging 
from 400 to 1,400 have been doing the rounds in 
the media. That's why RIL spokespersons keep stressing 
on “the architecture of ownership" of Reliance shares 
by the family, which “has been configured by Dhirubhai 
in a framework of companies. Given this configuration 
it obviates the necessity for a will. This architecture 
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Anil with Ramesh Oza: Guru's intervention isn't enough 





reflects the far-sightedness of Dhirubhai, 
who believed that Reliance went far beyond 
the character of a family-owned company..." 
They also add that the apparent “redefinition” 
of the powers of the RIL Chairman, the RIL 
Vice Chairman and the Executive Directors at 
the July 27, 2004 board meeting (which allo- 
wed the Chairman to revoke decisions taken 
by other EDs) was in fact more of a resta- 
tement. *That the Chairman is the final 
authority had already been decided by the 
board. At the July meeting, it was only resta- 
ted," adds the spokesperson. 

Last fortnight, even as sections of the 
media agonised over the lack of transparency 
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Invisible power lines. That'll be something to see. 
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in Reliance Infocomm’s holding structure and 
the investments made by RIL in the voice and 
data business, RIL officials maintained that the 
entire structuring was above board: Sweat equ- 
ity (of 12 per cent given to Chairman Mukesh by 
the board of holding company Reliance 
Communications & Infrastructure Ltd., RCIL, via 
an agreement entered into between the two in 
July 2000) is a norm in the ir and telecom 
business; the fully-convertible cumulative pre- 
ference shares of RIL worth Rs 8,100 crore in 
Infocomm are an accepted financial instrument 
as they minimise the downside for investors in 
such long-gestation projects (if things go wrong, 
they still get an 8 per cent tax-free redemp- 
tion); all RiL-related investments were cleared by 
the RIL board; RIL holds close to 37 per cent 
directly and indirectly in Infocomm (taking 
into account RIL's 45 per cent in RCIL), and this 
stake will go up significantly once the preference 
shares are converted into RIL equity; and that all 
the companies involved were legal entities that 
filed their returns, and were subject to audit. 

Will the many red herrings about Reliance 
Infocomm damage its prospects? RIL insiders 
point out that the Chairman was working on an 
overseas listing of the voice and data company, 
scheduled for some time in the coming financial 
year. Those listing plans may get delayed a bit, 
not so much because of the dust hovering over 
Infocomm, but simply if the brothers fail to 
reach a quick division. Sources add that if the 
ownership differences between the brothers 
hadn't spilled into the public domain in mid- 
November, they would have sooner than later, 
the only (vital) difference being that the own- 
ership issue would have been settled first and 
then splashed in the media. For, the Chairman 
was keen to sort out who's the real boss at RIL 
(and Infocomm) before he ventured to raise 
money in the global markets. 

More than Infocomm, point out bankers in 
Mumbai, the bigger threat for the Ambanis 
is the shifting of the spotlight onto the labyrinth 
of investment companies that forms the persons 
acting in concert, and which holds the majority 
of the promoter holding in RIL. What if the 
government or any authority was to decide 
to take a closer look at these firms? Clearly, 
there couldn't be a better reason for the bro- 
thers to put an end to the cloak-and-dagger 
hostilities, give some, take some and go their 
respective ways. Celebrations on December 
28 would then be on line. 
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A SURVIVOR’S TALE 


VERY BUSINESS FAMILY 

conflict is driven by its own 

unique circumstances, rea- 
son (or the lack of it), and pro- 
tagonists, some offended, some 
the offenders. Yet, every such 
bruising battle between blood 
brothers and sisters (and uncles 
and cousins) for property, power, 
assets and cold cash has plenty in | Capital's Jha: 
common: Palace intrigue, family Lessons from the past 
friends, friendly professionals, 
spiritual gurus, mediators, a battery of legal and accounting 
experts, and of course the media, sections of which in 
lapses of delusion attempt to play peacemaker. In a few such 
family fracases, there's also a matriarch, who's helplessly 
thrust forward to take a moral decision and decide the fate of 
a conglomerate worth thousands of crores. “When r my father 
(Bahubali Gulabchand) passed away, my mother was expec- 
ted to decide an equitable division between us three daugh- - 
ters, which she obviously wasn't in a position to do as she had 
little clue about the business. Fortunately in our case, she did 
not compromise on her relationships," points out Pallavi 
Jha, Chairman & Managing Director, Walchand Capital, 
who has been through a decade of painful "restructuring" in 
two phases, involving uncles, cousins, sisters and the 
inevitable "advising henchmen". 

According to Jha, when the patriarch from the previous 
generation—for whom the younger lot would have had 
immense respect—passes away, the peers begin to compete, · 
and that's when things come to a boil. "Trust levels get 
compromised, and the obsession for money and power 
becomes more critical than relationships." : 

Without getting into the specifics of the Walchand split, it's 
adequate to say that the settlements were messy, and took their 
time. For instance, in the first phase when the Doshis and the 
Gulabchands slugged it out, Jha points out, it took close to four 
years for a settlement to be thrashed out, aided largely by 
mediation from Sharad Pawar, Rahul Bajaj and the late S.S. 
Nadkarni. After much haggling, a Rs 50-сгоге figure was arrived 
at as compensation from the Doshis to the Gulabchands. 

Jha also makes the more significant point that "if splits are 
not quickly reached, they can breed stagnation". Business acti- 
vity gets stalled, dirty linen is washed in not just the eyes of 
the public but also the regulators, camps are created between 
employees, and shareholder wealth is destroyed. "It's a 
kind of cultural destruction, and is a lose-lose situation." The 
best indicator of such ruin is the fate of Premier Automobiles, 
the jewel of contention during the Walchand spat, considering 
it accounted for some 70 per cent of the group's net worth. 
The fight, in hindsight, obviously wasn't worth it. 
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the total number of U.S. patents secured over the last 10 years. 
Canon's pursuit of uniqueness makes it possible for you to have 
a leading-edge experience in digital imaging — easily. 
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MAURICE LEVY/ CHAIRMAN & CEO/ PUBLICIS GROUPE 


“1 Am Looking For A Strong Acquisition 


To Change Publicis’ 
Profile In India" 
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AURICE LEVY, 
Chairman of 
the Manage- 
ment Board & 
. CEO of tbe 





` biggest шлу services cong- 
 lomerate, the $4.83-billion 
2L (Rs. 21,252-crore) Paris-based 

Publicis Groupe, and bis nemesis 
. Martin Sorrell, Group ceo of the 

© $6.76-billion (Rs 29,744 crore) 
‘London-based wer, have at least 
one thing i in common: both are non- 




















counter, апа. both have never ever 
written a tagline or a punchline. 

`` The similarity ends there. The two 
." differ on almost everything else: 
business philosophy, management 
style, outlook on life, even on their 
| prognosis of future trends in their 
ndustry. During a visit to India 
m recently, the 62-year-old Levy spoke 
to BTS Shailesh Dobhal on a host of 
issues concerning the advertising 
-— business and Publicis. Excerpts: 





2004 has been a good year for adver- 
біп, hasn't it? 

Jt is one of the few years where we 

have seen the market grow іп 


The market has done very well in 
ће United States, seen the beginning 
of a recovery in Europe, and 

strengthening in the Asian and the 


ter ended September 2004, organic 
growth for us (Publicis Groupe) has 
been 4.8 per cent, which was 
unexpected. I don't know yet 
: how we will finish the year, but 

^it will be good. 









world's fourth | 


| almost every region of the world. 


Latin American region. In the. quar- 


You seem to be quite bullish on growth 
in 2005, ‘in contrast to the not-so-upbeat 
picture painted by WPP's Sir Martin. 

What's. the reason for your optimism? 

I am an optimist by nature, and 
this is helping me see life with blue 
skies, even when there are some 
clouds. But more fundamentally, 
what I am saying is that the anxiety 
that people had regarding Iraq, and 
its consequence оп the economy, 
is fading. The reality is probably 
slightly different from what we all 
feared. I don't believe that we will 
find long cycles in the economy 
where we have growth of 6 or 7 per 
cent, but I believe that for the next 
three-four years, a solid growth of 4 
per cent (per annum) is possible. 


Publicis Groupe remains much smaller 
than advertising's Big Three. You once 
said that you're happy playing the 
fourth musketeer. What's your view 
on your position now? 

Тат very happy with the position 
we have, because it shows we have 
huge potential. There is no reason 
why we should remain at the level 
we are, I think what has led us till 
now has not been the race for size, 
but the race for quality. And when 
we look at our operations today, we 
undoubtedly have some of the best 
agencies in the world—Leo Burnett, 
Saatchi & Saatchi, Publicis, Starcom 
MediaVest and ZenithOptimedia. 
And if we look at new business 
trends, the best news is that we are 


-winning more than our competi- 


tors. And this will make us grow 
faster than all our competition. 










But you lost the Samsung Global 
account pitch to WPP, HSBC to WPP, 








and Cordiant and Young & Rubicam 
(Y&R) bids to WPP, Will Havas be any 
different if and when it comes for sale? 
Ok (takes a deep breath). Each of — 
these are different stories. For Y&R, 
I refused to make the bid. Y&R had 
received an offer from wep, they 
didn't like the offer and they came 
to us. We looked at their businesses 
and we refused to make an offer. It 
has been the same case with Grey, 
where we refused to make ari offer. 



















































But you withdrew from the Grey race. 
(only) in July (2004). And you said. 
that the pieces are more attractive 
than the whole? 

Yes, and we still believe that they 
have some interesting pieces, The 
whole is not interesting for us; Ít can 
be a different story for WIP. We 
have an approach of quality, not 
quantity, With Cordiant, we were 
interested in very few assets. And 
when it came to the whole thing, we 
refused to enter into a bidding pro- 
cess. Because when you start.a bid- 
ding oon you pay much more 
than what the operation is worth. 
Regarding Havas, to my knowl edge,. 
Havas is not yet for sale. 


Of course, not yet. But апт у 
that if it is up for sale, it is your ‹ 
gation to pick it up? 
Well exactly. When Havas will be 
for sale, which will probably hap- 
pen, I will look at it very carefully. 
If 1 see that it is not in the interest of 
Publicis, | will not make an offer. 1f 
wer, Omnicom or PG would like to 
buy it, they can buy it. 







But wouldn't you say that (picking up) 
Havas would be critical for the top 








“I think what has led us till now has not been 
the race for size, but the race for quality” 
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four, in terms of getting scale and size, 
as it is one of the last independents? 

I have a very different viewpoint 
from my competitors regarding 
scale. I think we have today the 
right size. And from this base, we 
can grow much faster. 


But you're still just two-thirds as big 
as your nearest competitor (Inter- 
public Group)? 

Yes, I know that. And I don't need 
to be at their level. I know that 
people have a hard time under- 
standing this, but a good strategy for 
us is a strategy of quality. And if 
Havas is for sale, as I said earlier, 1 
will look at it seriously. I will look at 
their advantages, the problem that 
they may pose, and then if I feel 
that there is something positive for 
the Havas people, and for us, I will 
make an offer. And if I feel that it is 
not in our common interest, we 
will not make an offer. 


How would you describe losing two of 
the biggest globally-aligned accounts 


(Samsung and HSBC) that came up 
for pitch this year? Was it that Martin 
Sorrell was more aggressive, that he visi- 
ted (South) Korea so many times? And 
you were the roster network for the 
HSBC account earlier. 

We had (just) some media opera- 
tions for HSBC. HSBC was the client of 
Lowe (IPG). For Samsung we're in 
the running. What I have under- 
stood from Samsung is that the race 
is not finished. 


But $200 million (Rs 880 crore) have 
clearly gone to WPP? 

Yes. But what I have understood is 
that it is a total account of $600 
million (Rs 2,640 crore), and that 
$200 million has been assigned. 
There is still $400 million (Rs 1,760 
crore) to be assigned. And for this 
remaining $400 million, the decision 
has not yet been made. 


India is, in terms of the advertising 
business, largely a WPP country, with 
Publicis as poor number four (after IPG 
and Omnicom). Will you get more 


"India is a huge WPP country. We are 
a small outsider, a challenger” 
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aggressive on India? And how? 

I think there are two different 
aspects. The first one is obviously 
that India is a WPP country because 
it is here for the last 70 years, and it 
has a market share that is close to 
40-50 per cent. It's a huge WPP 
country. We are a small outsider 
in this country, a challenger, and we 
came in very late. We started in 
this country only six years ago. We 
are very aggressive and we're gro- 
wing very well. I was at the 
Advertising Agencies Association of 
India award show two days ago. I 
have seen how well Leo Burnett, 
Publicis and Saatchi & Saatchi have 
done. So I think we have an 
incredible force in this country in 
terms of talent and we are poised to 
grow in this country. 


But are you also looking at acquisi- 
tions, because organic growth will only 
get you that far? Will it be in advertising 
or below-the-line businesses? 

We're looking at both the strategies: 
To grow organically, which we beli- 
eve we can, as well as through acqui- 
sitions. There are very few quality 
operations to buy in this country. 
We are looking for operations that 
will complete our roster (here), 
mostly in marketing services. 


What are the trends you see in the 
advertising business? Will there be 
more consolidation? 
Consolidation is almost finished. 
As you mentioned there is only one 
operation to be consolidated today, 
which is Havas. In my view, Havas 
can remain independent if it wishes, 
and be consolidated if it wants. But 
consolidation is coming to an end. 
The big trend is much more 
about integration. What we are wit- 
nessing for a few years is that the 
services the agencies are rendering 
to their clients are growing, not 
just marketing services, but in all 
their (client) operations. I believe 
this trend will strengthen in the 
coming years. Some advertisers will 
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decide to outsource a lot of services 
to their marketing partners. And 
advertising agencies should play a 
crucial role here. 

We are witnessing an explosion 
of the new media and also an 
explosion of new means of com- 
munication. We (advertising agen- 
cies) have to give the brand all the 
legs it needs to address the con- 
sumer in a holistic manner. Holistic 
communication that looks not 
merely at the consumer’s wallet, 
but his personality, psychographics, 
et al, will drive future growth for 
the industry. 


What about the trend of clients going in 
for super-agencies at the holding struc- 
ture level, such as HSBC and Samsung? 
If you look at what happened 
closely, these kinds of deals are 
obviously reaching a very high level 
of visibility, because of a huge acco- 
unt, which is watched by the whole 
industry and the media. However, it 
represents only a small share of 
what is at stake every year. Two 
accounts last year. Two, not even 
three, accounts this year. We will 
have some of this in the future, but 
not a lot because there will be con- 
flict issues. People are looking at 
the security of their information. 


But aren't clients’ security (needs) 
better served by giving the entire 
business to just one group? 

I think they can do that through a 
single agency without going through 
the group level. The group has to be 
very careful in the way it is handling 
these kind of things because it may 
well lead to confusion on what the 
group's role is vis-à-vis the agency. 
And I think it is very important to 
keep each one at its own place. 


Are you looking at synergies of scale 
for ZenithOptimedia and Starcom 
MediaVest (a /а WPP's Group M)? 

What we are looking at 15 to take 
maximum advantage of this 
combined size. In markets where it is 
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"| am looking to 
invest in India” 





permitted, we would like to bulk 
the media together, And obviously 
we will keep each brand separate. 


How will you do it? Will you bring an 
umbrella holding structure on top of 
your two media brands? 
Not necessarily. We can do that just 
by the combination of media (buy- 
ing) negotiations. We don't need to 
put more structure. | am very much 
against this structure. I think that 
creating structure is bringing cost 
and what we (instead) need to do is 
ro cope with the trends of our 
clients, and that is to reduce our 
costs if we want to be competitive. 
For example, in Europe, we are 
thinking about combining the scale 
and power of negotiation that we 
have with Starcom MediaVest and 
ZenithOptimedia in some coun- 
tries. By January (next year) we will 
see this (combined) operation com- 
ing to India, because here the two 
operations are small. The advan- 
tage in India is that when you have 
agencies that are huge, a talented 
small team can do much better for 
the client than a huge factory. 


You mentioned that clients would 

icreasingly outsource a lot of work to 
agencies. Will agencies in turn take to 
outsourcing themselves? Will it make 
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sense for, say Publicis Groupe, to out- 
source some global work to India? 

To do what you call a pro (laughs)? 
We are seriously looking, first at 
taking maximum advantage of all 
our operations here for the region, 
to see if we can do a better job at 
saving costs and consolidating reve- 
nues. To move to a bigger scale 
requires that we think twice. 
Advertising agencies have a different 
process than a lot of (other) indus- 
tries. We are a service company 
and we have to be close to our 
clients. So, before moving to a BPO 
process, we have to make sure that 
we can first do it for our opera- 
tions in India, with shared service in 
India, and maybe in the region. 
What I do want to do in India is 
clearly to invest, and I am looking 
for some strong acquisition to make 
in this country to change the profile 
of Publicis Groupe. 


How do you manage people, especially 
super egos that are the norm in the 
advertising business? 
That is really the most difficult thing 
(laughs), because not only do you 
have to manage the egos for the 
talent that they represent, but you 
have to manage the egos for the 
talent they think they have! And 
that is sometimes a different mea- 
surement. And I think that our role, 
our business as managers, is a little 
bit of a psychologist, a little bit of 
managers of divas and impresarios, 
and sometimes we are (even) kind 
of a father or a brother to some 
creative people to help them (out). 
We have to deal with individua- 
lities. We have one key value (at 
Publicis) that is difficult to express in 
English (language), which means 
that we believe in the human spirit. 
We believe in the people, and this is 
something genuine. We do not 
believe that people are just workers. 
We believe that they have their 
individual dreams, and individual 
ups and downs, and we should not 
treat them as machines. 
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pany's corporat customers rave 
about its value- -added services. 
Now, with India's finance ministry 
clearing the reconstitution of the 
various entities dide the Hutch umbrella into the ready-for-IPO 
Hutchison Essar, the company faces its toughest challenge yet. 
It needs to prove that its pure-play mobi le-telephony business. 
model is as good as the integrated one preferred by most telcos. And 
it needs to disprove the theory about its inability to grow in 
smaller cities and rural areas. At stake are a shot at telecommuni- 
cation greatness and a slice of the second most. happening 
telecommunications market in the world. в BY PRIYA SRINIVASAN — 





SOUNDS MORE COMPLEX THAN THE SHAREHOLDING PATTERN IN RELIANCE," 
`. laughs the telecom analyst at a Mumbai-based brokerage. His reference is to 
the centrepiece of the spat between the Brothers Ambani, the 29 per cent stake 
in Reliance held by a web of holding companies—the stake that one brother. 
implies he controls. And he is talking about Hutchison Essar, the company MC 
whose creation has just been cleared by the Ministry of Finance. *The 
company will probably spend the entire analysts’ meeting explaining i it,” he adds. 

The facts first: the finance ministry comes into the picture because Hutch is a foreign 
company (Hutchison Telecom International Limited or HTIL, pae by Hong Kong-based 
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Hutch's Asim Ghosh 
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tycoon Li Ka Shing) and Indian laws are very particular 
about how much of a telecom company a foreign 
corporate can own (the ceiling for foreign direct 
investment is 49 per cent). The government chooses to 
turn a blind eye to indirect ownership—for instance, 
company A can own 49 per cent in telco T directly; the 
remaining 51 per cent can be held by a joint venture in 
which Indian company B owns 51 per cent and A owns 
49 per cent; thus, the total ‘economic’ stake of A in T 
becomes 73.01 per cent—but with HTIL set to own 42 
per cent in Hutchison Essar directly, and 14 per cent 
indirectly (see HTIL-India Interests), the new structure 
needed to be cleared by the Ministry of Finance. 

And the bit about the analysts comes into the pic- 
ture because Hutchison Essar plans to make an initial 
public offering (IPO) in the next six to eight months. 
Already, discussions on new public offerings on online 
bulletin boards of brokers and traders in India are 
dominated by talk of the impending Hutchison Essar 
IPO. Everyone's appetite has been whetted by the dis- 
closure of the financial details of the Indian subsidiary 
necessitated by HTIL’s recent IPO (it was listed on the 
Hong Kong exchange in October), numbers impressive 
enough for stock traders, analysts, investment bankers, 
lead managers and sundry entities allied to the stock 
markets to embark on their own number-crunching 
exercises to make a pitch for an offering that would 
make their books look good. “Every lead manager in 
the business is preparing a pitch,” says a telecom spe- 
cialist at a local investment bank. 

The numbers warrant that: in the six months 
ended June 30, 2004, Hutchison Essar registered a 
turnover of Rs 1,888 crore, 46.5 per cent of HTIL’s 
revenues of Rs 4,064 crore for the same period (the sin- 
gle largest chunk). And in 2003, the company 
(Hutchison Essar) did business worth Rs 2,652 crore. 
The IPO, when it happens, will be everyone's chance to 
grab a piece of the most happening market in India, 
mobile telephony; that's a rare opportunity. Barring 
Bharti Tele-Ventures, VSNL, MTNL, and part of Tata 
Teleservices, there are no investing opportunities for 
equity investors in telecom. 

Paradoxical as it may sound, the new holding 
structure is far simpler than the old. Hutchison Essar, 
explains an investment banker in the know, “will be a 
listed company" in which all partners (HTIL, the 
Hinduja Group, the Max Group, Essar and financial 
investor Kotak Mahindra) hold shares and the other 
companies, the ones operating across circles under the 
Hutch umbrella, will be *100 per cent subsidiaries". 
The old structure involved six independent companies, 
Hutchison Max, Hutchison Essar, Hutchison Telecom 
East, Fascel, Hutchison Essar South and Aircel Digilink, 
with HTIL’s stake (direct and indirect together) ranging 


130 BUSINESS TODAY JANUARY 2 2005 


Hutch is breathing down Bharti's 62* 
neck although the latter has a 
bigger footprint... 
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..and its average revenue per user (ARPU) is 
the highest in the business. 
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Figures are ARPU in Rs for July-September 2004 


And it does better than its rivals in almost all 
the circles where it is present 


Share of national Share of own 
Revenue revenue circle revenue 
Circles (Rs crore) (%) (%) 


Figures are for the period July-September 2004 
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The Rivals 


O Mukesh Ambani 
Reliance Infocomm 79 


Не and his company have been іп the 
news for other reasons, but Reliance 
Infocomm remains India's biggest 


mobile telephony m 
and money-power, make 
formidable rival. 


O Sunil Mittal 
Bharti Tele-Ventures 


ny. That, 
ita 






He has outsourced key functions 
such as network ownership and 
management, and IT, and Bharti 


has the enviable record of having 


its investments in infrastructure 


pay off in record time. 


O A.K. Sinha 
BSNL 


His company operates in 22 circles, 
but is strapped for resources given 


that its primary businesses still 
remain national long distance 


and fixed line telephony. 


O Ratan Tata 
Tata Teleservices, VSNL 


He was late to the CDMA-party but 
his company has since made some 
gains. The acquisition of Tyco’s und- 
ersea cable and the effort to target 
enterprises with a bundled service 
could catapult it into the big league. 
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from 42 per cent to 56 per cent (then, the 
company's service offering in Mumbai, its sin- 
gle biggest operation, is branded Orange). 
And as the name of the new entity indi- 
cates, the Essar Group is the second largest 
shareholder in the company, with a 30 per 
cent stake. Indeed, the Ruias of Essar seem to 
be getting their second wind in telecom, as 
their acquisition of France Telecom's 9.9 
per cent stake in BPL Mobile Communica- 
tions, the company that provides mobile 
telephony services in Mumbai shows. That, 
though, is another story. And complex hol- 
ding structure or not, there can be no argu- 
ing the fact that Hutchison Essar (Hutch, for 
short) is a company to watch. 

The obvious reason behind the interest 
in Hutchison Essar is its impressive num- 
bers. Telecommunications is still a nascent 
enough industry in India to be measured by 
EBITDA (earnings before interest, taxes, 
depreciation and amortisation)—the logic 
being that companies operating in sectors 
that are as capital intensive as telecom will, 
in their early years, find their post-tax pro- 
fits weighed down by interest (on debt that 
funds capital expenditure), depreciation 
and amortisation. “It will be at least another 
year before we start valuing telecom com- 
panies purely on net earnings," says Prahlad 
Shantigram, Managing Director (Corporate 
Finance and Advisory), Standard Chartered, 
who, in his previous avatar as head of 
investment banking at DSP Merrill Lynch, 
lead-managed Bharti Tele-Ventures’ 
January 2002 Iro. 

On the basis of this parameter, Hutch's 
operating margins currently stand at around 
34 per cent while Bharti's, for its mobile 
telephony business (the company is also 
into national and international long dis- 
tance telephony, although mobile telephony 
accounts for 70 per cent of its revenues), is 
comparable at 34.25 per cent for the six 
months ended September 30, 2004. While 
Hutch still hasn't publicised its detailed 
profit and loss account (something that 
would make a more elaborate comparison 
of the two telcos possible), investment 
bankers in the know suggest that its net 
profit margins could be a couple of per- 
centage points higher than Bharti's. That is 
only to be expected given the latter's 
integrated play. “Companies such as Bharti 
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HTIL-India Interests (Hutchison Essar) 


Mobile Telecommunications Operator Direct Stake indirect Stake 


Hutchison Max Telecom 29.4 20.09 
Hutchison Essar Telecom 0.35 
Hutchison Telecom East 32.58 26.65 
Fascel 16.50 
Hutchison Essar South 19.00 25.12 
Aircel Digilink India 59.22 


All figures are in per cent 


have much higher depreciation and interest costs, and 
these show up in their net margins,” says another 
investment banker. “I wouldn’t be surprised if Hutch’s 
net profit margins are better.” Then, there are analysts 
who are convinced that better isn’t better enough. 
Priyanko Panja of Edelweiss Capital is one such; he 
believes Hutch’s costs are higher than they should 
actually be because it doesn’t own its own NLD (national 
long distance) and ILD (international long distance) 
infrastructure, choosing instead to buy bandwidth 
from companies in this business. That opinion is just the 
tip of the unresolved debate on the better business 
model: some insist it is integrated play; others, an 
equal number, are certain it is pure play. 


Creating Solid Business 
Hutch’s distinguished-looking Managing Director— 


Speak honest. 
Speak Orange 


Post-consolidation, 
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or indirect 


that’s what a mane of shocking white. hair does to 
most people—Asim Ghosh, for one, is convinced that 
both fly. “Ours is a solid business in its own right and 
I don't see much merit in (Hutch) being compared with 
the competition that has a fine business in its own 
right.” The man’s right, of course: ILD and NLD are high 
margin services; then, they require substantial invest- 
ment. “We clearly do not view the situation as one 
where ‘If it’s telecom, we have to be in it’,” says 
Ghosh. “I am interested in creating a solid consumer 
business.” There are enough buyers for that argu- 
ment. “End-customer businesses where you can 
determine price points and offer differentiated services 
always command a premium over intermediary busi- 
nesses,” says Salil Pitale, Vice President, Enam Financial 
Consultants. “In a geographically vast and competitive 
market like India, there is an edge that integrated 
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players have, but that is not to say a company cannot 
thrive as a mobility player, and companies such as 
Vodafone are standing examples of this,” adds Kobita 
Desai, Principal Analyst (Telecom Services and Mobile 
& Wireless Communications), Gartner. 

Strangely enough, the one argument that chal- 
lenges Hutch’s pure-play business model comes from its 
greatest strength, marketing. At the boardroom at 
Hutch’s snazzy central Mumbai headquarters, there are 
five awards on display; three of these have to do with 
marketing and advertising. “Hutch recognised early on 
that it is in a service industry and not a technology 
industry,” says Renuka Jaypal, National Business 
Director, Ogilvy & Mather, the agency that handles all 
the company’s advertising. The results of that under- 
standing are evident in two things: the preference cor- 
porates have traditionally shown for Hutch, and its high 
average revenue per user (ARPU), the highest in the 
industry (see graphic ...and its ARPU is the highest...). 

The problem is, rivals such as Bharti, Reliance 
Infocomm and the Tata Group, all integrated players, 
are aggressively targeting corporates with the kind of 
bundled offerings that only an integrated player 
can offer. And that could hurt Hutch although 
Ghosh says that, “we will do whatever it takes to 
service customers”. 


National-level Player? 

The other challenge that Hutch faces also has to do 
with its high ARPU. This, reason competitors, has 
been built on the back of a metro and large-city focus. 
“The real question is, does Hutch stand a chance of 
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Hutch's emphasis on value-added 
services bodes well for its future 











being a national player in the league of Reliance, 
Bharti or BSNL with a pan-Indian footprint?” asks an 
executive at a rival telco. “Can it compete with its 
limited metro A and B profile?” 

Thus far, it has. Hutch currently operates in 13 
circles and hopes to grow its subscriber-base at the 


same rate as the industry (85-100 per cent). And with 


6.85 million subscribers (as on November 30, 2004), it 
compares favourably with Reliance (9.8 million), Bharti 
(9.41 million) and BSNL (8.15 million). 

The future, though, could be an entirely different 
ballgame as Gartner's Desai points out: * Volumes are 
most likely to come from B and C circles where 
Hutch has a limited presence,” she says. “It is unlikely 
to garner the volumes of a Reliance or a Bharti." 
Ghosh himself will only say that “the management of 
individual circles and their financials is crucial", but 
chances are, he will be as happy with 12 million 
high-end subscribers as with five million high-end 
ones and 15 million low-end ones. Hutch, after all, 
is widely seen as the leader in value-added services 
and apart from contributing to the company's reve- 
nues, according to Ghosh, *it is also the reason we 
attract high-end subscribers". 

Fact is, Hutch is also making a bit of volume 
play, largely through acquisitions. However, its 
acquisition of Aircel, the cellular service provider 
in Chennai and Tamil Nadu, is stuck in limbo, altho- 
ugh it was announced way back in June 2004. Will 
the lack of volumes hurt, or will investors recognise 
the company's value-play? We will have to wait for 
2005 to answer that. @ 
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Click and pay all your bills. With BOI STAR ePAY. 
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Experience stress-free bill payments: 
* Electricity bills 
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* Mobile bills 
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j ounded on 7th September 1906, Bank ot: India 
Bank on us aE: made rapid strides over the years arid 
blossomed into an institution with a strong 
international presencé. with a business mix of above R$. 1,26,000 crores. It is the 
first Indian bank to open its branch outside the country, at London in 1946: 
As at 30th September 2004 ВО! had 2574 Indian branches, 19 foreign branches 
and 3 representative offices. it has adopted à quality policy and is securing ISO 
9001-2000 accreditation for 250 branches by March 2005. BOI has correspondent 
banking arrangement, with around 250 entities in 123 countries. International 
business. accounted. fot around 19% of ВОГ total business іп 2003-04. , 
Presently 9 99% of: the. bank's branches аге computerized and it is planned | to be 100 
% by Dec2004. 781. branches in 226 cities are networked under Multi branch 
banking system. BOI has a network of 239 ATMs and is a part of a shared network 
of about 2000 ATMs under the banner of "Cash Tree". BO! has launched. core- 
banking solution witha plan to interlink 750 branches. This will give " Anywhere - 
Anytime" banking with. real time connectivity BOT's Internet banking facility is 
available at 731-networked branches. For international operations, BO! is 
establishing a;state of art Global Processing Centre (GPC) at Singapore. All foreign 
branches would be networked through this GPC, which will enable the bank to 
.have а common technology platform for overseas operations. 
BO! ‘Ras a number of customer-oriented products like Savings Plus, Current Plus, 
i Muli-City cheque facility etc for their depositors and a full range of products for the 
E segment of Advances customers ie. Corporates, SMEs & retall. They also have 
depository services as well as credit cards & International debit cards. In retail 
banking the bank has iade rapid progress by making the schemes competitive and 
customer fen Retail lending constitutes about 25% of the banks total credit. 
anked 217th in Dun & Bradstreet's 
NE ` survey of the Top 500 indian 
ВАМК OF RAJASTHAN companies in 2003, The’ Bank of 
Rajasthan has the best state of art technology comparable to any private sector bank 
operating in india: With fully operational business continuity center, centralized 





operation of Demat services, software for credit information systems, asst liabilities 
management, and treasury management, they are also providing mobile banking 
services and are in the final stages of implementation of Internet banking and Tele 
banking services. 

The bank provides anywhere banking solutions from industry leaders like software 
from Infosys, hardware from IBM, Networking equipment from Cisco and Network 
integration and Management from HCL. This is available in 196 branches covering 
15 states, 2 union territories and 104 cities. 

All the 361 branches and the 42 extension counters have been computerized with 
state of art technology and computerized management information system for 


corporate office and regional offices. 








Gross NPA (%) 










Organisation Net NPA (%) 

HDFC Limited 0.00 0.89 
Gruh Finance Limited 0.31 1,68 
Dewan Housing Finance Limited 0.83 147 
Sundaram Ноте Finance Limited 1.48 1.78 
LIC Housing Finance Limited 2.58 3.59 








PNB Housing Finance Limited 3.40 4.20 













Key Financial Parameters of Leading HFC's 
Analysis carried out by CRISIL of the leading HFC's rated by CRISIL 
(based on audited accounts of March 2004) 











| Feature | 


^ Marin ahead aggressively the bank has undertaken | hew business initiatives: 


such as 
* Marketing of general and life. insurance products | 

* Marketing of mutual fund products. 

* Co branded international debit card connected with VISA Rework 

«+ Western Union money transfer 

The bank has an Effective NPA: management System operating ona foan review 
mechanism wherein committee öf directors considers ‹ posure over Rs. 5 crores. 
They also have a high level central credit screeni e 
recovery department; Gross NPA on herem eni 






о committee and an aggressive 
lending is less than 0.5%: 





Vision: - Credit Growth E 
+ CAG of 60% over FY 04-06E > 
* Retail credit growth, of 80% over FY: 94. 06E 
* Target С/О ratio of 60% 

* Drivers: + Retail advances 





ж но rated companies 


Punjab National Bank — 


ne of the top banking | institutions in: the country, Punjab National Bank 
has the largest network of. 100% computerized branches. amongst 


nationalized banks. with 4474 offices. cluding 452 extension 






counters serving over 3.5 Crore customers with to 
146000 crore. Sie 
PNB has been ranked at 313th position among: 


| Business exceeding Rs 






| the top 1000 global banks, by 
International publication , The Banker and aard amongst top 500 companies by 
Economic Times, on the basis of market capitalization within jess. than two years 
of going public. PNB's attempts: at providing best customer service has earned 
ita place among india’ s Most Trusted top 50. service brands in Economic Times- 
A.C.Nielson Survey. | B 
The bank achieved a Net Profit of Rs 1108 69 crore t h à ad of March 2004 while 

Operating Profit of the bank touched Rs 3120.86. Ratio of Net NPAs to net 
advances at the end of'March 2004 declined to 0.98% compared to 3.86% at the 
end of March 2003 which is one of the lowest amongst Public. Sector Banks. 








An ambitious project , Centralized Banking Solution (CBS), an inter-branch 
networking and data-sharing platform, aimed at providing anywhere anytime 
banking with the assistance of ‘Infosys Technologies Lid., has already been 
implemented in over 720 branches at 147 major cities: 

PNB also has opened overseas branch at Kabul, Afghanistan, first by an Indian 
bank and representative office at Shanghai, China in addition to the existing offices 
at London and Kazhakhastan. Besides, the bank' has opened its first Offshore 
Banking Unit (OBU) at SEEPZ, Mumbai for catering to needs of units in SEZs and 
SEZ Developers Bn 


Organisation 
LIC Housing Finance Limited 
HDFC Limited 

Gruh Finance Limited 

PNB. Housing Finance Limited 
Dewan Housing Finance. Limited 
Sundaram Home Finance Limited: . 
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isation Net NPA (%) 













HDFC Limited 26.50 zb 
Gruh Finance Limited 21.73 1 HDFC Limited 852 
PNB Housing Finance Limited 18.97 2 LIC Housing Finance Limited 167 
Dewan Housing Finance Limited 18.54 3 Dewan HousingFinance Limited 22 
LIC: Housing Finance Limited 18.38 4 PNB HousingFinance Limited 15 
Sundaram Home Finance Limited 9.21 5 Gruh Finance Limited 13 
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Sundaram Home Finance Limted 6 
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Telebanking 


Now, an enhanced Core Banking Network, covering 60% of all our banking business allows you to 
access your bank account through 500 branches, inter-connected across 111 centres. Also, avail 
the ease of online transactions through a widespread network of 280 ATMs, at 125 centres. 


Furthermore you benefit from other value-added features at any CBS Branch in the country. 


* Telebanking Instant transfer of funds 
* Internet Banking Deposit clearing cheques or update 
* Multi City Cheque Facility passbooks 
Multi Branch Banking Online view of accounts & funds transfer 
* Deposit/withdrawal of cash through Delivery Channels 


All this and more, so that you're never too far away from your account. 
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The banking sector is still on a roll. So which bank 
stocks should you buy? sv ѕнира NAYAK 


OBODY IGNORES BANKS, NOT BIG INVESTORS, 
not small investors, and now not even 
lay investors. The banking sector has 
been a frontline participant in most of 
the stockmarket rallies over the past 
year, the current one underway being no exception. 
Look at the Bankex, the free float banking sector index 
of the Bombay Stock Exchange (BSE). At 3,440.38 on 
December 6, 2004, it is up 42 per cent over the last year. 





Sector Overview 

Is all the excitement justified? The sector is at another 
. turning point of sorts. For years together, banks got used 
to weak inflation, sluggish credit offtake and declining 
interest rates. The rates hit record lows in 2003-04, 
resulting in supernormal returns for banks stuffing 
their vaults with bonds, the prices of which shot up in 
this ‘scramble to safety". Forget mandatory requirements, 
there was money to be made in the comfort cocoon of 
government securities (also called G-Secs). The treasury 
income of the banking sector soared from Rs 9,541 
crore in 2001-02 to Rs 19,532 crore in 2003-04, 
constituting 32 and 37 per cent of the sector's operating 
profits, respectively. Even as bond portfolio returns 
soared, which meant their yields dropped, the banks’ 
deposit rates remained low, as did lending rates. The 
other boom zone was retail loans, which are always 
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remunerative once volumes: grow big (enough to sta- 
bilise default risk and amortise transaction costs). The 
other good news: the sector's non-performing assets 
(NPAs) declined too: from 5.5 pera cent in.2001-02 to 2.9 
per cent in 2003-04. 


New Scenario 

All that's in the past now. Inflation and interest rates are 
nudging up again, even as corporate demand for bank 
funds grows. Banks will now have to make their money 
on the good old rules of smart lending and management 
of spreads between borrowing and lending rates. There 
might be a lag, though, between asset expansion and 
profits, while the transition occurs. *We expect core 
bank earnings to be positively impacted in a rising 
interest rate scenario, even though overall profits may 
decline on account of investment depreciation," says 
Ambareesh Baliga, Vice-President and Head of Research 
at Karvy Stock Broking. 

With several banks already in fine operating shape, 
analysts are watching credit pick-up as a leading- 
edge indicator of things to come. “Strong growth in 
credit has been helping Indian banks achieve higher 
core income,” says Punit Srivastava, Banking Analyst 
at Enam Financial. “In this fiscal, we expect both 
lending and deposit rates to be revised upwards—in 
line with rising G-Sec rates." 


Setting the pace: With a Y-o-Y net profit growth of 30 per cent, the HDFC Bank stock finds favour with brokers 


More Business 

According to RBI figures, credit growth in the first half 
of 2004-05, traditionally known as the ‘slack season’, 
has been one of the highest in recent years. Amongst 
large banks, Punjab National Bank (PNB), ICICI Bank and 
State Bank of India (shi) showed 24-30 per cent growth 
in their credit books in the second quarter of the cur- 
rent financial year, while mid-sized banks such as 
Corporation Bank, uri Bank and Allahabad Bank wit- 
nessed a 40 per cent growth in the same period. *The 
credit growth is impressive, as both retail and corporate 
demand is robust,” observes Baliga. 

Meanwhile, retail banking could gain pace. Retail 
credit as a proportion of GDP is still barely 5 per cent, as 
against an Asian average of 40 per cent. Clearly, 
organised sector retail loans have reached only a pri- 
vileged few so far, even as swarms of people con- 
tinue to pay exorbitant rates in the informal sector. This 
spells opportunity for banks with deep retail reach. 


Quality Watch 

Asset quality, of course, matters. *The general 
improvement in the economy and stringent efforts by 
bank management is resulting in a significant 
improvement in asset quality," says Baliga. True. In 
spite of a drop in treasury profits in the first two 
quarters of the current year, most banks have shown 


| Bankable Equity 
Going Asymptotic 


Watching 
Index Funds 





NPAS of under 3 per cent. While recoveries continue to 
be strong, the enactment of the Securitisation and 
Reconstruction of Financial Assets and Enforcement of 
Security Interest Act, 2002, is likely to speed up recovery 
of NPAs further. An amendment to the Act is expected 
in the winter session of Parliament. *Under this, 
defaulters would be asked to deposit up to 25-50 per 
cent of their dues in order to appeal against lenders. This 
would help boost recoveries," says Srivastava. 


Merger Watch 

The M&A factor must not be ignored either. Banks in the 
limelight on this account are mostly the state-owned 
ones: Bank of India (801), Union Bank of India (UBD, 
Allahabad Bank, Indian Overseas Bank (IOB), Bank of 


75?! Historical Movement of BSE 


3,000' Bankex Since Inception 
2,500 











2,000 | 3 
1,000 1,336.62 
1,5001 
1,000 + 
Jan. 1, 2002 Jan. 1, 2003 Jan. 1, 2004 Dec. 6, 2004 


Based on daily closing values of BSE Bankex from Jan 1, 2002 
Data source: www.bseindia.com 




















; Total income 


Profit After 
T 


TN 


Market Сар“, 


Baroda (ВОВ) and Corporation Bank. 

Merger details vary from case to case. What is clear 
is that M&A-influenced stocks would have to be re-eva- 
luated. “The keenness of banks as well as RBI for con- 
solidation will aid stock specific re-rating in the sector," 
says Kanan Shah, Banking Analyst with Networth 
stockbrokers. So keep an eye out for any M&A activity 
in the sector. The stock prices of most to-be-merged 
entities tend to show dramatic changes. 


Making Your Picks 

Among state-owned banks, 581, with 13,700 branches 
and enormous assets of Rs 4,09,772. crore, would 
make a sound bet. Its size and presence give it so many 
advantages that they offset the bad points of the 
public.sector legacy. Moreover, the bank has been 
showing improvement on its weak parameters. 
Technology adoption is rising rapidly. Some 9,000 of 
its branches are now fully computerised and geared 
towards retail business. And its ATM network is now 
3,814-machines strong. 

Then there is IDBI Bank, with a proposed merger 
with its parent IDBI on the cards. Though the details 
are not very clear yet, it could possibly emerge as one 
of the largest banks in the country (with a com- 
bined asset base of Rs 63,800 crore). 

Another good pick would be Canara Bank, with 
assets of Rs.99,539 crore. The CanFin story is behind 
it, and its asset quality has been on the rise. The bank's 
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bottom line reported a quarter-on-quarter growth of 18 
per cent for the three months ended September 2004. 


_ Net margins improved from 19 per cent in the previous 


quarter to 22 per cent. | - 

Of private sector options, HDFC Bank stands 
out. With assets of Rs 42,380 crore, it is known for 
its consistent financial performance, boasting year- 
on-year net profit growth of around 30 per cent. 
The bank has been making optimum use of new 
technologies, and has been setting the pace for the 
entire sector on several other measures too, It has a 
network of over 415 branches linked on a real- 


time basis, in addition to 1,000 ATMs in 192 cities 


across the country. The bank's retail focus sees 
more than 40 per cent of its revenues coming from 
that segment. Despite the stock's ascent in the recent 
rally (and high Р/Е ratio), almost all major broking 
houses and analysts are bullish on it. 

UBI, meanwhile, with assets of Rs 58,329 crore, has 
been in the news for the proposed merger with Bol. If 
this goes ahead, the combined entity would have an 
asset base that is second only to that of spi. In other 
words, this merger could create another banking mono- 
lith with enormous retail reach. 

It goes without saying that this is hardly a compre- 
hensive list. You may have done your own research as 
well. The important part is to go by the broad indica- 
tions of the banking sector per se, and then go examine 
the specifics of different banks. 
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A truly remarkable month for mutual funds. Take a look. 


BY BT-MUTUALFUNDSINDIA.COM 


a 


HE FIGURES HAVE RARELY LOOKED $O GOOD. 

| November saw equity funds in India gen- 

erate their best monthly returns for the en- 

tire year 2004. The market’s undercurrent was 

strongly bullish, with the BSE Sensex creating his- 

tory on November 30, 2004, by closing at its 
(then) highest-ever level of 6,234.3 points. 

This bull run can be attributed mainly to strong 
institutional buying, coupled with the softening of 
global crude oil prices. Foreign institutional inves- 
tors (Fils) have invested funds worth $7.3 billion 
(Rs 32,120 crore) in Indian equities over 2004 so far. 
Their favourites have been blue-chips, particularly in 
banking and oil sectors, but the rally has been quite 
broadbased, translating into a 9.91 and 9.62 per 
cent jump in the Sensex and Nifty respectively. 


Peer Pressure 
Mutual funds (Mrs) have kept pace with the market, 
by and large, while also booking profits (they were net 
sellers during November). Diversified equity schemes 
posted an average return of 9.45 per cent, a huge inc- 
rease against the 1.37 per cent return posted the 
previous month. The highest return among equity 
funds was posted by Alliance Buy India Fund, fol- 
lowed by uri Banking Sector Fund, delivering 20.32 
per cent and 19.71 per cent respectively. Among 
diversified schemes, the topper was 581 Magnum 
Multiplier-93, which posted a 19.39 per cent return. 
Out of the 93 schemes analysed, 40 beat the 
Nifty and Sensex. November was the month of 
banking sector stocks, which took the baton from the 
tech stocks of the previous month's rally. The BSE 
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Absolute Return 
(%) 


Scheme Rank 












Alliance Equity Fund-Growth 2 
Franklin India Bluechip-Growth 4 


Biria Advantage run 


МТП 





Figures are for the month ended Nov. 30, 2004 
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UTI Banking Sector Fund 2 1 9.71 







SBI Magnum Sector Umbrella-FMCG 4 





Reliance Banking Fund-Growth 


Figures are for the month ended Nov. 30, 2004 
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Sundaram Taxsaver 2 
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Figures are for the month ended Nov. 30, 2004 
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Figures are for the month ended Nov. 30, 2004 
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- Birla Floating Rate Fund-LTP-Growth 


г Birla Floating Rate Fund-STP-Growth 





month ended Nov. 30, 2004 








Bankex posted a return of 19.25 per cent, against a mea- 
gre 0.8 per cent return the previous month. Bank- 
focussed funds, naturally, entered the limelight. Sectoral 
ads delivered an average return of 9.46 per cent. 


~ Plan By Plan 

Monthly i income plans (MiPs) have been attracting 
attention for quite some time now, ever since equity mar- 
kets started rising. These schemes balance debt with 
equity, and have done well because of that. The average 

. equity exposure in this category was around 12.39 
„percent in November, with uri Mis Advantage Fund the 
“topper, posting an annualised return of 31.64 per 

` gent. The мї category average, at 18 per cent, was way 
above last month's category average of 2.44 per cent. 


i Debt Relief 
Debt (income) funds did better in November. After a 
series of negative returns, they re-entered positive 
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Scheme 


Rank Simple Annualised 


Return (%) 


Birla МІР II-Wealth 25-Growth 


FT India MIP-Plan A-Growth 


Figures are for the month ended No. 0. 2004 
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Figures are for the month ended Nov. 30, 2004 
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Simple Annualisad 
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Rank 





JM G-Sec Regular Plan-Growth 2 6.05 





UTI G-Sec Fund-STP-Growth 5.39 





Figures are for the month ended Nov. 30, 2004 


territory. This can be attributed to the slight softening 
of inflation. Chola Income Plus was the best performer, 
posting an 8.80 per cent return, followed by Escorts 
Income Plan with 6.55. The category average return, 
though, was still a poor 1.04 per cent. Deutsche Insta 
Cash Plus iP was topper in the liquid funds category this 
time, replacing Principal Cash Management. It generated 
an annualised return of 5.22 per cent, while the category 
average was at 4.66 per cent. 

In a volatile debt market, floating rate funds remain 
a safe bet, since they invest predominantly in floating 
rate securities, which are less sensitive to interest rate 
changes. DSP ML Floating Rate Fund has flared its way 
to this category’s top, replacing Birla Floating Rate 
Fund Lr». It posted a return of 5.90 per cent, annualised, 
and has witnessed a huge increase in its fund size—from 
Rs 1,913.7 crore in October to Rs 2,687.6 crore in 
November 2004. More people appear to be discovering 
the floating rate advantage. 


JANUARY 2 2005 BUSINESS TODAY 148 





























Watching 














MONG EQUITY INVESTMENTS, NOTHING BEATS THE 
Aus of the index fund. The idea is to 
old a portfolio that mirrors the stock com- 
position of a popular index—thus tying its value to the 
fortunes of the market. With the BSE Sensex making 
new highs, index fund holders ought to be overjoyed. 
Well, they still have something called ‘tracking 
error’ to worry about. Tracking error? It is simply an 
average measure of how much the return on your index 
fund varies from that of the underlying index. Its com- 
putation? If the return generated by an index fund on 
a given day is 5 per cent, and that by the index is 5.13 
per cent, the fund's tracking error for that day would be 
0.13 per cent. These daily errors are squared and 
added up for the last one year; the square root of this 
sum is then the tracking error value for the year. 
But what causes these errors in the first place? 





agent commissions, brokerage and sundry expenses. 
a Dividends: These are not factored in by indices, but 
funds do earn them. The dividend yield of the Sensex 
stocks is 1.88 per cent; it helps beat the Sensex. 
a Cash components: Cash needs to be kept by open- 
ended funds for pay-outs. An index fund with 4 per 
cent of its corpus in cash would find that an index rise 
of 5 per cent gives it an NAV (ner asset value) boost of 
only 4.8 per cent. 
m Trading activities: These occur throughout the day, 
while index calculations are made on the closing price 
data. Actual NAvs, therefore, could vary. 
ш Market lots: Trading is done by rounding off 
investments, making it hard for any fund to mirror the 
index precisely. There will be some rough edges. 
m Market liquidity: This makes a difference because 
even index shares may not be easily available. This again 
makes.it difficult to fine-tune the portfolio to match the 
index precisely (though index futures have helped 
smoothen things). 

As visible from the table, exchange-traded funds have 
the smallest tracking errors in both categories. Why? 
"First, exchange-traded funds hold very little cash," says 
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п Expenses: These include asset management fees, 


LIC MF Index Fund-Sensex Pla 

PRINCIPAL Index Fund-Growth 

Prudential ICICI index Fund 

SBI Magnum Index Fund-Growth- 

Sensex Prudential ICICI Exchange 

Tata index Fund- ‘Sensex Plan-Opt 

Tata Index Fund-Sensex Plan-Optio 

UTI Index Advantage Fund-BSE Sensex Plan 
UTI Master index Fund —— 


Tracking Error* 







Plan-Growth ^ 





Franklin India Index Fund-NSE Nifty 


ING Wysya Nifty Plus Fund-Growth л. 
LIC MF Index an y Plan-Growtt ne 


Tata Index Fund-Nifty Plan-OptionB 
UTI Index Advantage Fund-Nifty Plan 


* Calculated as on Nov. 30, 2004 | "Sun мни mutuallundsindia.co com 


Rajan Mehta, ED at Benchivatk Mutual Fund. Second, 
as they don’t buy or sell shares from the market, they 
incur smaller expenses than do others. But keep in mind 
that here it is you, the end investor, who must pay the 
brokerage on the sale or purchase of these. mn 
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ITES: Still the hottest 


Retail: Major 


action ahead 


Oil and gas: Reaching out 





Year 2005 


The New Year could be a cracking year for Indian job seekers 


of midnight-hour luck. Their 

New Year celebrations this time 
will not be a case of willing suspen- 
sion of disbelief. Lots of jobs are 
headed India’s way in 2005—a key 
year for globalisation. 

The big ‘O’ in the story here is 
‘outsourcing’, which is projected to 
gain momentum as it envelops the 
entire world of business (instead of 
just leading-edge globalisers). But 
even domestic jobs could grow 
rapidly if India’s economic growth 
spreads more evenly across sectors, 
and business shifts gears from cost- 
efficiency to true market expansion. 


J SEEKERS ARE IN FOR A STROKE 


Palpable Optimism 

Listen to professionals in touch with 
recruitment trends. Says Arun Tada- 
nki, President and MD, Monster.com 
Asia: “The job market in the private 
sector in 2005 will be the stron- 
gest in the last 10 years.” He even 
calls it a “hotter job market than in 
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the tech boom in 1999-2000”. 
Adds R. Suresh, MD, Stanton 
Chase International: “I expect a 50 
per cent increase in top-level jobs 
compared to last year. And top- 
level appointments will happen 
across sectors, from infrastructure to 
automobile and auto ancillary to 
healthcare and financial services.” 


Trend Acceleration 
The youth-hog of the country will 
continue to be the business process 
outsourcing (BPO) sector, which is 
expected to take in 1,50,000 fresh 
people next year. Also, as BPO units 
scale their way up the value chain, 
they want people for more and 
more sophisticated jobs. Basic entry- 
level process recruiting will conti- 
nue, but at least a tenth of the new 
jobs would demand analytical skills. 
Remember, software exports 
are also part of the larger outsour- 
cing phenomenon, and this sector is 
experiencing a boom. According to 


K. Pandia Rajan, MD, Ma Foi, an HR 
consultancy, the boom will extend 
nicely into 2005, unless there is a 
government policy goof-up or some 
international shock. A recent Ma 
Foi survey (see Minor Surprises later 
in this section) points towards infor- 
mation technology (IT) and rT-ena- 
bled services (ITES) as the hottest 
recruiter in the immediate future. 
Monster.com's Tadanki, for his 
part, expects 2005 to generate some 
1,20,000 new software jobs in India. 

The resurgent manufacturing 
sector too promises thousands of 
new jobs, especially in the auto anc- 
illary sector that is joining the global 
outsourcing chain, even as the local 
auto sector thrives. Oil and gas, 
and power are also expected to rec- 
ruit many more people. Then, in 
organised retail, an estimated 30,000 
direct recruits would be needed, in 
addition to many more indirect. 
The hot specialisations: merchandi- 
sing, buying, sourcing and supply 


—.. Many of the new jobs in 2005 will be on account of — 
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Hotels: Іп growth mode 





across sectors and levels. BY ASHISH GUPTA 


chain management. Of course, the let- 
ting in of foreign retail chains could 
give the entire sector a huge fillip, tha- 
nks to the stimulus of fresh competition. 
Don't forget the insurance and pri- 
vate banking sectors; both have big 
expansion plans. Private banks vying 
for larger asset bases of retail loans, for 
example, would need additional man- 
power to cover new territory. In the 
reckoning of Atul Vohra, мр, Trans- 
reach India, lots of new people would 
be needed just for retail banking to 
increase its geographical coverage, with 
some analysts predicting that some 
25,000 may be added this year. 


New Opportunities 

Many of the new jobs will be on 
account of the scheduled changes in 
the pace of globalisation. World trade in 
textiles and clothes, for example, will 
follow regular rules of competitiveness 
once the big markets of the rich world 
phase out their import quotas. In anti- 
cipation of a larger global market share, 


India’s big textile and apparel companies 
have already started ramping up ope- 
rations and taking in people. 

The other big 2005 event is the 
shift to a product patent regime for 
pharmaceuticals, which is expected to 
reload the sector’s recruitment dice in 
favour of research. Biotech, another 
hot emerging sector, will also be busy 
recruiting researchers and scientists, 
though not in vast numbers. A related 
opportunity lies in turning India into a 
global medical care hub, which could 
spell large recruitments made by health- 
care chains as they prepare to treat the 
rich world’s patients at a fraction of 
the cost in their home countries. 

So, what else to expect this year? 
“The attrition rates in sectors like soft- 
ware will rise to 15 per cent, affecting 
productivity and profit margins for the 
industry. The wage inflation will be 
close to 20 per cent, and the job seeker 
will be the new king,” concludes 
Tadanki. Sound the bugles, unfurl the 
streamers. There’s quite a year ahead. 





SPOTLIGHT 


Apparel Designers 
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NIFT grad Vandana Gupta: 
Designing a success story 


ECOMING AN APPAREL 

designer is not about 
joining India's air-kissing 
glam set. It is about 
India's export competi- 
tiveness, according to 
Vandana Gupta, 29, 
Head of Design for the 
India office of a UK-based 
apparel retailer. "Design," 
she says, "will play a big 
role in scoring over 
China." A graduate of 
МЕТ, She recommends 
formal training. "Creativity 
alone is not enough. To 
stand out from the crowd 
today, one needs a solid 
base, which only a good 
institute can provide," 
Success, then, is about 
"very hard work and 
being able to deal with 
all kinds of people, from 
customers to kaarigars" . 
An export house job 


and fabric feels to costing 
and embroidery. The 
money will rise with 
India's export share. 

PAYAL SETHI 


— the scheduled changes in the pace of globalisation 
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COUNSELLING 


1 am a 26-year-old working as a salesman for a private 
organisation. Owing to lack of fluency in the English language, 
1 am unable to reach my targets within time. This has affected 
my performance severely. | have attended several spoken and 
written English classes, but that has not made much of a dif- 
ference. My self esteem has taken a beating because of my 
inadequacy. Please suggest how | can improve my English, 
and my standing in my job, without spending a fortune. 
Do not feel dejected; your problem is a universal one 
and is faced by many people. If you have already 
attended English classes, it implies that you have been 
introduced to the language and its fundamentals. The 
best way to improve is to continue to practice one's ver- 
bal skills. Friends and colleagues can help you in cor- 
recting your mistakes. Keep speaking and practising and 
learn from your mistakes. Also, try and evaluate the rea- 
sons for your non-performance; are there other issues 
besides language? Apart from working on your fluency 
of English, focus on enhancing your communication 
skills as it could play a vital role in being successful, 
especially in a job like yours. 


| am a 29-year-old MBA with specialisation in marketing, and 
am currently working as an assistant sales manager in a com- 
pany based in Lucknow. My company is shutting shop. 
Therefore, we are all left with only a month's notice period. 
Though | do have five years of experience, being a graduate 
through correspondence, | feel that | would be unable to find 
another job of the same profile and pay package within 
this time period. What should | do? 

Your main focus at this point in time should be on fin- 
ding a good job that allows you to learn and grow. 
While you may not find the same role and remune- 
ration, it would definitely help you if you applied in 
cities other than Lucknow since opportunities there 
may be limited. In case you have the resources at 
your disposal, you could also consider doing a full-time 
MBA programme, which would be a definite asset. 
Alternatively, try doing an evening marketing manage- 
ment programme, which would also improve your 
chances of finding a job. 


HELP 
ТАКОМ 


oo 


1 am a business administration graduate with more than 20 
years of experience in marketing. | had to leave my job a 
couple of years back due to medical reasons. Though 
marketing is my area of specialisation, my true interest lies 
in counselling. | had applied for jobs in HR but due to my 
past professional exposure to marketing, prospective 
employers feel that | may not be suitable. | even thought of 
starting my own bureau, but this would require references. 
Is it too late to hope for a switch? Please advise. 

You have not mentioned if you have acquired any 
qualification in the HR/behavioural science field. An 
interest in a subject is not enough to make a switch. It 
is unlikely that anyone will employ you on the basis of 
your interest.Then, if you enter the field of coun- 
selling without training, you could give wrong advice. 
Spend time in learning and training, and then apply for 
jobs in consulting firms and HR service companies. 
You may not start at top levels and might have to 
work at mid- to junior-management levels before deve- 
loping a significant experience base and exposure. 


| am a 36-year-old electronics engineer with over 11 years 
experience. My problem is that | have not been getting my 
due at my workplace because | suffer from a hearing han- 
dicap. | do use a hearing aid and have no problems in inter- 
office communication. Lately, | have been planning to 
change my job, but when | mention my hearing handicap in 
my resume, | instantly get rejected. | am contemplating with- 
holding information about my hearing handicap, but that 
would be tantamount to cheating. What should | do? 

It is imperative that you are honest with your potential 
employer. Your problem is not an uncommon one 
and if you are using a hearing aid, you are surely not on 
very shaky ground. However, if the problem is coming 
in the way of effective performance, you must realise 
this and try to work harder to achieve your objec- 
tives. If your achievements are visible, then your prob- 
lem will not come in the way of finding a good job. 
Further, professional companies usually don’t dis- 
criminate on the basis of physical challenges of an 
individual, so you may like to apply there. 


Answers to your career concems are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—1 10055. 
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Minor 
Surprises 
Hot sectors as identified by Ma Foi's survey. 


ID YOU THINK OF HEALTHCARE—LARGELY STATE- 

dominated still—as the sector most confident 
of fresh hiring in India? That’s among the minor 
surprises thrown up by an employment survey just 
conducted by HR consultancy firm Ma Foi across a 
sample of 3,295 varied firms, its fieldwork done by 
Taylor-Nielsen Sofres (TNs). 

The thing to track is the Ma Foi Employment 
Index (MEI; see chart), which is the ‘prospective net per- 
centage growth in employment over the present levels 
and is based on the absolute number of jobs being crea- 
ted in the quarter’, as the consultancy words it. The 
topper on this chart is information technology & 
information technology enabled services (IT & ITES), 
with a figure more than twice the second most hiring- 
happy sector, exports and imports (Exim). But watch 
out for the latter, says Sangeeta Sabharwal, Executive 
Director (Search Business), Ma Foi. With falling trade 
barriers and growing outsourcing, “the employment 
index for the Exim sector would further shoot up”, she 
expects. Analysed by ownership, PSUS are expected to 
reduce staffing, while public listed firms hire the most. 
By way of size, it’s the smaller firms that are the most 
gung-ho on recruitment. 

ANANYA ROY 
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anyone else. 


a 


| deadline of 2007, things 





‘Trading 
Salaries 


Bringing in dollars and raising employment too. 


TH INDIA SET TO 
double its share of 
global merchandise trade 
ahead of its targeted 


are hotting up on the 
export-import (Exim) 
front. Naturally, this 
would translate into 
increased hiring. And for 
some good professional 
jobs too. The days are 
long gone that being in 
the ‘import-export’ busi- 
ness—often disclosed in a 
conspiratorial whisper— 
was shorthand for some- 
thing too underhand to 
find out more about. 

India’s college leavers 
have more than an ink- 
ling about all this, as it 
seems. For just 120 seats 
in international business, 
the prestigious Indian 
Institute of Foreign Trade (ПЕТ) got 30,000 appli- 
cants this year. And where would these professionals 
head? To high-opportunity zones. Suddenly, there 
appear to be many. “We expect the textile business to 
grow, particularly when the quota regime goes off,” 
says Saurabh Dixit, President (Group HR), Adani 
Group, a major exporter, “Exports of agro commo- 
dities will also rise on the back of good monsoons 
resulting in a bumper foodgrain crop. Considering the 
coal mining constraint in India and developments 
in the power sector, trade in energy products will also 
get a substantial boost.” 


Hot! Exim sector promises 
increased hiring in 2005 


PAYAL SETHI 


Foresight is the ‘lead’ that the leader has. 


Robert К. Greenleaf 


From pioneering the PC storage revolution 20 years ago to enabling digital storage in Consumer Electronics today, 
Seagate's greatest strength is its ability to respond quickly and intelligently to the change that is inherent across the 
industry. Seagate attributes its success to a sound business strategy and exceptional strength in technical competencies, 
which provides the flexibility to address the world's rapidly evolving storage needs. Even before 
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TECHNICAL ARCHITECT 
‘Sun Microsystems 
BE/MTech in Computers with experience in designing & 
developing Diagnostic products. Background in SPARC 
architecture & Solaris internals. 

"Experience: 10-5 years 

Job Code: 25423095 










RODUCT ENGINEER 
‘Cadence Design Systems 
The candidate will provide technical account management and 
Encounter Test product specific guidance to application teams in 
sia. 
. Experience: 5 - 7 years 
Job Code: 25498027 


IBCO & SEEBEYOND EXPERTS 
HCL Technologies 
andidates must have at least 2 years of hands-on experience 
neither TIBCO or Seebeyond - EAI solutions. 
ixperience: 5 - 7 years 
ob Code: 25397716 


SIEBEL SOLUTION DESIGNERS & 
RCHITECT'S 
Mahindra BritishTelecom 
. Should have basic telecom domain knowledge, exposure to 
Software component design & development. 
Experience: 5-7 years 
Job Code: 22493495 


ORACLE APPLICATIONS FUNCTIONAL 
CONSULTANT 














Configuration knowledge on Manufacturing, MRP, Demand 
Planning and Vendor master components. 

Experience: 4 - 8 years 

ob Code: 25463509 


| SAP FUNCTIONAL CONSULTANT 
Satyam 

At least one full life cycle SAP implementation as a Lead 
' Counsultant. Exposure to SAP-CRM, APO, BIW or any 
"industry solution. 

_ Experience: 8-15 years 

Job Code: 25292009 











Job Code: 24193558 


QA MANAGER 
Kanbay 

Quality management for шире rge s$ 
than 3 site delivery models, must have С 
Experience: 8 - 10 yeats ae 


projects with m: 





TECHNICAL. MANAGER | 
Nucsoft Limited | | 
Incumbent should have experience in n designing Micros 
systems of about 7-10 years with spectrum соеп рер 
and web based application. 

Experience: 7 -10years 

Job Code: 22729569 


























TECHNICAL ARCHITECT., 

Quark Media House. — | e К 
As a technical architect | you would be. responsible 
designing/architecting each component vih the help of le: 
engineers in each componen е 
Experience: 8-15years —— 
Job Code: 23656303 | 





EAI / MIDDLEWARE PROFESSIONALS 

IBM India Lid. 

Should have extensive experience s working yith one or more 
the following technologies - WBIICS NOBIT 
(MessageBroker), TIBCO etc. 

Experience: 2-5years ' 

Job Code: 25118288 


BENTLEY MICROSTATION v7 & GEO GRAPH 
DEVELOPERS . | 

Datamatics Dos 
The candidate must hase i experience in Oracle 9i database 
administration, Oracle Discoverer etc 
Experience: 2-5yeats — 

Job Code: 24523757 


SENIOR ASSOCIATE ~ QA 
Sapient 

Experience in manual and automated testing. Exposure to o 
defect tracking/incident management їс tool, - 

Experience: 3-6 years. o Ü 

Job Code: 22207696 
















Finance Jobs 


TANT MANAGER-GSSC 
International B.V. 

ifications like CA +CS or ICWA preferred. 

erience in the F&A operations in a Manufacturing company 

PO. Knowledge of SAP. 

ience: 3 - 5 years 






MANAGER - FINANCE 
Sun Microsystems India Pvt .Ltd. 

 Oversee implementation and roll out of new financial 
products. Program Management with the focus to generate 
incremental business revenues within India. 

Experience: 5 - 7 years 

Job Code: 25545283 







EQUITY RESEARCH / FINANCIAL 
MODELLING 

Netscribes India Pvt. Ltd. | 
Incumbent is expected to monitor stocks, carry out- = 
fundamental analysis and valuation of stocks and companies 
listed in US and European stock exchanges. 

Experience: 2 - 5 years 

Job Code: 22808308 






-MANAGER(US GAAP) 
UTI Bank 

; Preparing monthly financials as per US раар preparation c of 
f notes to accounts & disclosures as per US раар accounts. 
Experience: 5 years 

Jo Code: 25059638 


FINANCIAL ACCOUNTANT 
IDBI Bank Ltd. 
‘Chartered Accountant cleared in first attempt нару 1999 


batch onwards. 5 years in industry preferably in Banks / Financial: 


services. 
5 ence: 5+ years 
Job Code: 25020472 


FINANCE CONTROLLER 

Strategic Synerjees 

CA, preferably with accounting experience in a US based 
any Xm Rs.30-50 Crores annual turn over. 






job Code: 25316851 


|. Good Knowledge of carbonated soft-drink market in Indi: 

and general consumer marketing is a must. The role involves 

. team-leading the audits in the locations. 
| Experience: 4-5 years 

Job Code: 25543504 


НЕ eee 


ERNAL AUDITOR 


`. eOfficePlanet India Pvt. Ltd. 





Conducts audits for management to assess effectivene: 
controls, accuracy of financial records, and efficiency 


operations. 














. Experience: 4 years 


› Code: 23661622 


OFFICE AND BUDGET MANAGER 
British High Commission | 
Incumbent is expected to have a degree level qualification, at h 
3 years relevant work experience & strong background in of 
management& accounting. 
Expetience: 4-6 years 

Job Code: 25544312 





RISK MANAGER 

Polaris Software Labs 

Minimum 10 years of experience in risk management. S 
have experience in credit risk, operational risk, market risk 
Should have worked in the banking sector. 
Experience: 10 - 12 years 

Job Code: 25545485 

























CHARTERED ACCOUNTANT 

Panoramic Group of Companies 

Exposure to accounting, costing, cost control, systern, 
inventory management, tax planning is a must. 
Experience: 5 - 7 years 

Job Code: 24344429 


INTERNAL AUDITOR 
Coca-Cola India Inc 


GENERAL MANAGER COMMERCIAL 
Manaksia Ltd. 

Pioneers of metal packaging solutions and insect 
repellants manufacturing require CA/ICWA/MBA 
candidates with prior exposure to manufacturing fac 
Experience: 10-15 years 

Job Code: 24917972 















Sales aid Marketing Jobs Bi 






ERVICES SALES SPECIALIST 

Hewlett Packard 

Jachelor's degree in Engineering + MBA with total experience of 
to 8 years of which at least 4 years should be in Infrastructure 


E rience: 6-8 years 
Job Code: 25479047 


AREA MANAGER 

Shoppers’ Stop 

trategising Resource Plans Monthly & quarterly reviews of 
individual stores. Responsible for Implementation of SOPs. 
Experience: 6-7 years 

lob Code: 25569013 


TERRITORY DEVELOPMENT dep 


ixperience: 1-3 years 
ob Code: 24193686 


USINESS DEVELOPMENT /SALES SUPPORT 
Netscribes India Pvt. Ltd 

are looking for the person who would be responsible for 
iness development and sales support. 

Experience: 2-4 years 

ob Code: 24897460 


BUSINESS DEVELOPMENT MANAGER (USA / 
ernational)-SOFTWARE PRODUCT 

diminds 

St have successful track record of offshore. business 
velopment in international markets, specially in USA.. 

ence: 2-4 years 

) Code: 18116345 


DGM-BAZAARSALES 
Mahindra & Mahindra Ltd. 
Develop the stockist channel as à 2nd tier of distribution in order 
o enhance channel reach, penetration and effectiveness. 
Experience: 7-10 years 

ob Code: 25543072 


IOW TO APPLY FOR THESE JOBS: 


.Logonto www.monsterindia.com 


3. pops DÀ seth п 
Clickon “Search lobs” link ha "Se 


i 
Pf 


INTERNATIONAL BUSINESS DEVELOPMEN! 
MANAGER 

Proactive Corporate Services 

Cultivate, generate & grow large-scale fesso for new 
accounts, 

Experience: 10 - 15 years. 

Job Code: 25520762 


































BUSINESS PRODUCTIVITY TECHNOLOG) 
SPECIALIST 

Microsoft SMSG : 

BE froma reputed university and seoti technical DORUM. 
Experience: 8 -10 years 

Job Code: 25541632. 


SALES TRAINER 

NIS Spartaltd |. |. : 
The candidate should have in dep агаш of danni 
sales and dealer network. management i 
Telecom/ FMCG/ Consumer Durable Industry. 
Expetience:2-4years — 

Job Code: 25521323 


SALES ANALYST 

Electrobug Technologies | = 

The candidate should be MBA (Markering) qualified and har 
experience in the travel sector. 

Experience: 1-2 years 


` Job Code: 22019233 


AREA SALES MANAGER- RESINS 


СЕ Advanced Materials 


Should be a graduate in Chemical Engineering / ee Scienc 
/ Mechanical Engineering. | 

Experience: 3-5 years 

Job Code: 25537839 . 


TERRITORY SALES MANAGER 

Level Up Network India Pvt. Ltd. 

Experienced preferably with Telecom/ ISP/ Согоршег hardwar 
companies of which 2-3 years should be in a team handling role 
Functional knowledge of experience in computer gaming. 
Experience: 4—5 years 

Job Code: 22640285 













6 tting up and marketing of malls from concept stage required. 
Experience: 15-30 years 
am Code: 25445123 


VP-BUSINESS DEVELOPMENT 

Zenith Software Limited 

Th position will be based out of Bangalore and looking after 
vities in USA, Europe and AsiaPac. 














| NDIA (TRAD INVEST! MENT) — 

DAEDALUS INC 

Applicant must have business development/ marketing & sales 
experience for TT & Software companies. 

| ixperience: 10-20years 

ae Code: 25315351 | 








МАМАСЕ R TECHNOLOGY 

Sapient 

Experience in a consulting firm preferred , strong leadership & 
Communication skills to effectively manage client accounts & 
multi-track Sapient teams. 





DIRECTOR, PUBLIC DIPLOMACY INITIATIVE 
British High Commission 

At least 5 years relevant work experience including expertise in 
programme management, commissioning and placing television 
ptogrammes, advertising, etc 

Experience: 5- -8 years 

Ри Code: 25544145 © 





VP-FUELEXPERT 

GMR Group of Companies 

Engineering Graduate with commercial and marketing 
experience in nany leading Indian / Foreign Oil and Gas producing 





-Should be conversant with steps such as Aerial Triangulat 


Qo i 

























PHOTOGRAMMETRY HEAD 
Infotech Enterprises Limited 













(Interior and Exterior Orientation), Stereo Data Compilat 
(Planimetry, DEM and 3D). 

Experience: 8+ years 

Job Code: 20283827 


SENIOR VP-GROUP 
Zodiaac 

The role is to consolidate & grow large. 
Industry/ multilocation diversified clients, optimise reven 


Experience: 15 - 30 years 
Job Code: 25112001 


PRESIDENT - FOOD SERVICE 
Foodland 

Educational qualifications to includ 
degree/diploma in distribution and logit 
emphasis inthe food industry. 
Experience: 10-15 years 
Job Code:769875 























DIRECTOR 
DEVELOPMENT 
Alphacus HR 
Responsibilities would be planning, specifica 
of software development projects in cor 
development sites. 
Experience: 10 - 30 years 
Job Code: 24386878 


INDIA - SOF 


WORLDWIDE PROJECT MANAGEMEN т 
PRACTICE CONSULTANT 

Intel Corporation 
Executive level technical project management experience w 
an IT Consulting Services backgroun 
Experience: 10-15 years 

Job Code :25455227 














GM PRODUCTION 
Ucal Fuel Systems Lid 

Graduate in Production/ Automobile Engineering 
experience in an Auto ancillary / Manufacturing concer 
Experience: 15-20 years 
Job Code :25675763 










QUALITY MANAGEMENT 


Life Atter Deming 


It's the Nobel Prize 
of manufacturing, 
but auto's Deming 
Prize winners aren't 
resting on their 
laurels. Indeed, 
their sight is trained 
on the next 

quality milestone. 
BY NITYA VARADARAJAN 


AST YEAR IN OCTOBER, 

when employees at the 

Chennai-based Rane 

. Brake Linings heard that 

their company had won 
the prestigious Deming Prize for 
manufacturing, there was a moment 
of intense celebration. After all, the 
Deming Prize, named after the 
famous American statistician and 
quality guru W. Edwards Deming 
who taught Japan Inc. the concept of 
consistent quality, is the manufac- 
turing world’s equivalent of the 
Nobel Prize, and is administered by 
the Union of Japanese Scientists and 
Engineers (JUSE). And Rane had man- 
aged to rise to the institute’s exacting 
quality standards in an incredibly 
short period of four years. So, how 
much time did the 40-year-old 
company spend preening? “About 
48 hours,” recalls S. Sunder Ram, 


Sundaram-Clayton's C. Narasimhan: 
His team gave India its first Deming 
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Rane’s President. “That was before 
we realised that pushing the quality 
bar higher would get harder still.” 

In fact, Ram says that Deming 
has made the company’s challenges 
so clear that he actually sees them 
“coming at us much faster”. Like is 
typical of most top executives at 
Chennai’s hyper-competitive auto 
components manufacturers, Ram 
himself gets into work by quarter- 
past-seven in the morning to sque- 
eze in more into his working day. 
“If we had five projects to work 
on at any time five years ago, today 
we have 60,” says Ram. He, of 
course, isn’t the only one breathless 
with excitement at the opportunities 
their Deming-inspired discipline has 
thrown open. “With 100 employees 
under me and strict delivery sche- 
dules that I myself have suggested, 
there is no spare time,” grins 
G. Jayashankar, Manager (Produc- 
tion) at Rane’s plant in Chennai’s 
Ambattur industrial estate. 

If it sounds like people at Rane 
are “tripping”, it is because the 
Deming-inspired quality discipline is 
a serious addiction. Once you are 
hooked, you are always searching 
for the next “high”. That could be 
anything: A reduction in wastage, 
quicker change-over time at a 
machine, time and cost shaved off a 
new product, better customer sche- 
dule, indeed, consistently good food 
at the factory canteen. It all depends 
on what each of the Deming win- 
ners—there are eight in the auto 
industry and two outside of it— 
thinks is important to it. 

Part of that is built into the 
award itself. While getting a Deming 
says a lot about a company’s quality 
systems, it in no way means per- 
fection. That’s why, after a com- 
pany has won the award, JUSE ins- 
pectors pay another visit and iden- 
tify areas for further improvement. 
The other part, of course, is market- 
driven. Explains V.R. Janardhanam, 
President, Sundaram Brake Linings, 
which won the Deming in 


November 2002: “The problem is, 
customer expectation skyrockets. 
They say, ‘well, you are a Deming 
company, we expect the best from 
you’, which makes things vastly 
tougher for us.” 


The Search For Breakthroughs 
Once a company has reached a 
quality level high enough to meet 
the Deming standards, it usually 
looks for a quantum jump in its 
own capabilities. That could be in a 
variety of areas, including manu- 
facturing (say, reducing defective 
parts from 100 per million to zero), 
product development (a significant 
improvement in design, engineering 
or cost, or all), and research and 
development (say, a better techno- 
logy). No surprise, then, that all of 
India’s Deming winners are onto 
something big already. 
Consider TVS == 
Motor, which won 4 
the Deming two / 
years ago. Having Ё 
parted ways with | 


COMPANY 


e Sundaram-Clayton 
(Brakes Division) 


e Sundaram Brake Linings 
e TVS Motor 


e Brakes India 
(Foundry Division) 


e Mahindra & Mahindra 
(Farm Equipment) 

















e Rane Brake Linings 








* List includes only companies in the auto sector 













its technology partner of long, 
Suzuki Motors, the two-wheeler 
company is single-mindedly building 
its own competencies in product 
development. Its R&D team, which 
consists of 400-odd engineers, has a 
clear roadmap, although the com- 
pany wouldn't share details of it. But 
it is well known that Tvs Motor 
plans to launch three new models 
every year, and has earmarked 
Rs 250 crore for beefing up R&D 
and capacity, among other things. 
Its recently-launched Tvs Centra— 
a four-stroke, 100-cc mobike with 
an innovative variable timing 
intelligent (Vr!) engine—claims to 
be the most fuel-efficient motor- 
bike in the country, and is selling 
20,000 units a month since its 
launch early this year. 

Another Deming winner focus- 
sing its energies on product deve- 
lopment aimed especially at the 


À export market, is Rane. At pre- 


| sent, exports fetch a bare Rs 7 
\ > 

| crore out of Rane’s annual reve- 
| nues of Rs 137 crore. The plan 


TJ now is to launch at least six to 
^ seven new products in the Western 


Europe and us markets. Says Ram of 
Rane: *We have so many things in 
the works that it's not finance but 
management time that's a cons- 
traint.” That apart, Rane is working 
to achieve major improvements in 
manufacturing in terms of cost, 
quality and delivery. 

The savings that accrue from 
reduction in wastage and improve- 
ments in efficiency are helping this 
exclusive club become even more 
ambitious. Take Brakes India's 
foundry division, which won both 
the Deming and the TPM awards 
(the latter from the Japan Institute 
of Plant Maintenance) simulta- 
neously in 2003. Foundries are sup- 
posed to be dirty and dangerous, 
but Brakes India has turned them 
into a showcase piece. It wants to go 
higher by making its foundry a place 
where castings are designed from 
scratch. Already, the foundry can 


JANUARY 2 2005 BUSINESS TODAY 157 





Eas’ Cael a rT 


жер ج‎ ы 


рири Or = SS 


Sundaram-Clayton: Lean 
manufacturing is top of the agenda 


design new products in three- 
fourths the time it used to take 
even six years ago. The goal, says 
V. Narasimhan, the company’s 
Executive Director, “is to become 
the benchmark foundry in 
this respect”. 

More than 2,000 km from 
Brake India’s foundry in Chennai, 
Sona Koyo Steering Systems, one of 
the four companies in India that 
won the Deming Prize, is taking 
product innovation beyond the OEM 
(the vehicle manufacturer) to the 
end consumer i.e. the car buyer. 
“Last year we filed for two patents, 
this year it will be six,” says a proud 
K.N. Deshmukh, the company’s 
coo. At the same time, it has dou- 
bled its export target to almost 
Rs 100 crore by the end of financial 
year 2006-07. 

Some of the others are focussed 
on honing their quality further. 
Sundaram-Clayton, India’s first 
Deming winner and the sole winner 
so far of the Japan Quality Medal 
(open only to Deming winners), 
says that focussed improvements 
of more than two decades have 
sharply defined what needs to be 
done. Top of its list: lean manu- 
facturing, a concept that keeps push- 
ing efficiency, quality and savings to 
newer levels. Says C. Narasimhan, 
President, Sundaram-Clayton: “Lean 
ensures process stability, and break- 
throughs are possible only after that 
stability is achieved.” 
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e Sundaram-Clayton: It took the company almost eight years of focussed hard work 
before it felt confident enough to apply for the Deming Prize. It helped that the company was deeply 
into Total Quality Management, and continuous improvement was a way of life. That stays six years 
on. “Everybody in the organisation knows that there is only one way to proceed—and that is 
forward," says C. Narasimhan, the company's President. 











e Sundaram Brake Linings: Unlike its group company, SBL decided to focus more on 
lean manufacturing, but adopted a variety of other tools (such as Six Sigma) to improve quality and 
reduce wastage. While multiplicity of tools was not an issue, getting employees to use them was. 
"Every idea had to be sold,” recalls V.R. Janardhanam, the company's President. Today, healthy 
rivalry among its various factories and divisions keeps the employees pushing harder. 





e TVS Motor: Since the company is also managed by Venu Srinivasan of Sundaram- 
Clayton, it was relatively easy for it to emulate what its sister company had done. Besides, for TVS 
Motor, shoring up its skills—in manufacturing and product development—became a question 
of survival after it parted ways with Suzuki. What helped was that Srinivasan led by example. He 
would walk the shopfloor and get his hands dirty to get things done. 





e Brakes India: Yet another TVS group company, Brakes India set its foundry division with 
a Stiff target. It would work towards the Deming and TPM awards parallely. There were independent 
Japanese mentors for both systems and careful synchronisation of the two reduced worker 
confusion. “ТОМ involves total employee involvement,” quips company Executive Director, V. 





e Mahindra & Mahindra: It's the only tractor company in the world to have bagged the 
Deming Prize—a goal that took it five years to achieve. Another practitioner of TOM, M&M made 
full use of its quality circles, encouraging employees to identify problems and:then coming up with 
improvement solutions. Its new benchmark: Toyota Motor Corporation. 








e Rane Brake Linings: When it embarked on its ТОМ journey, 
there was no link between company goals and individual goals. Emp- 
loyees were also a bit disconcerted with the decentralisation of power. 
Now, though, they are delighted with taking "ownership" of their work. 


e Sona Koyo Steering Systems: Soon after it won the 
Deming Prize last year, Sona launched a back-to-basics programme. 
Every one of the senior managers involved with TQM had to work on the 
shopfloor at least once every month. "It ensures that we never lose 
touch with reality,” says K.N. Deshmukh, Sona's COO. 





e Lucas-TVS: It adopted TOM in 1998, and steadily worked its way 
towards the Deming. Like the other winners, it sold the need for Rane Brake 
higher quality to its employees before TOM became a movement. Linings: Focussed 





Sundaram Brake Linings’ V.R. Janardhanam: Deming in the pocket; Japan Quality Medal now in his sights 


Mahindra & Mahindra, the only 
tractor manufacturer in the world to 
win the Deming Prize, wants to go 
“lean” too, but at the same time 
it wants to strengthen product 





development and manufacturing 
capabilities. Its benchmark: the 
world's most envied corporation: 
Toyota. Says K.J. Davasia, President 
of M&N's farm equipment business: 


Rane Brake Linings' Sundar Ram: Pushing the quality bar higher still 


“I think we are just about begin 
ning to realise our potential." 

Another lean disciple, Sundaram 
Brake Linings of K. Mahesh, is 
doing the opposite. It is emulating 
Clayton's example and gunning for 
the Japan Quality Medal (so is 
M&M), even as it fine-tunes its Total 
Quality Management (TQM) sys 
tems. Its immediate goals include 
breakthroughs in manufacturing, 
design and exports. “Learning is 
the same everywhere; you have to 
fall a couple of times before you 
learn to balance the bicycle,” 
Janardhanam. 

Except that in the case of these 
companies, learning is continuous. 


Says 


“We keep asking our customers if 
they are satisfied, and we always 
find that there are gaps,” says 
C. Narasimhan. No doubt, it’s this 
relentless pursuit of exc ellence that 
makes these companies stand out 
from among the thousands of other 
auto ancillaries in India. 


Cracking 


Every organisation has a small group of executives that forms the CEO's power club. 
Mostly a council of the wise, it can sometimes distance the CEO from the organisation 
at large. How do savvy CEOs negotiate that pitfall? By SUPRIYA SHRINATE 


N MOST CORPORATIONS, IT IS 

the unwritten rule, and 

everybody knows it and fol- 

lows it too. That there are a 

handful of top executives 
who actually run the business on 
behalf of the CEO. These are the 
people who decide what new busi- 
nesses the company will get into, 
where the new plant will be 
located, who will supply the tech- 
nology, how the venture will be 
funded, who from among the mid- 
dle management will head it opera- 
tionally... in fact, just about every- 
thing the company does. You can 
call it whatever you want—the A- 
team, the t« )p management, the core 
group, the coterie, or the clique. 
But the fact is, the organisational 
wheel will simply not turn without 
at least one of them willing it. 

Mostly, such a power club, 
because it is populated by people 
who are not just loyal but highly 
competent, is a huge asset for the 
CEO. But sometimes, it can take a 
life of its own and hijack the orga- 
nisational agenda, leading to a cri- 
sis. Indeed, in the ongoing spat 
between the Ambani brothers, the 
younger Anil has hinted that it 
may actually be his brother 
Mukesh's key executives who are 
responsible for bringing things to a 
head at Reliance Industries. 

But why do coteries get formed 
and how do they go from good to 
bad? There's no one reason for it. 
“When people see favouritism 
within the company, and the leader 
communicates his preference for 
one colleague over another,” offers 
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N.R. Narayana Murthy, Co- 
Founder Chairman and Chief 
Mentor of Infosys Technologies. 
“Coteries flourish when the top 
management stops listening to 


external information,” adds Uday 
Kotak, Executive Vice Chairman 
and Managing Director of Kotak 
Mahindra Bank. In other words, 
coteries gain ground when accepted 





rules of good governance break 
down; when personal agendas over- 
take organisational objectives, and 
there are no, or inadequate, checks 
and balances on powers of 
individual executives. Or when the 
organisation fails to develop pro- 
fessional skills and an insecure CEO 
surrounds himself with a bunch of 
yes-men. “Coteries are an aspect 
of a poverty of leadership,” says 
B. Ramalinga Raju, Chairman of 
Satyam Computer Services. 

It is easy to see why the exis- 
tence of an all-powerful coterie is 
bad for the organisation. If emp- 
loyees feel that it’s proximity or 
loyalty to the coterie, and not qua- 
lity of work, that takes them higher 
in the organisation, they may start 
feeding their bosses information 
they would like to hear and not 
what they ought to hear. Profes- 
sionals may get passed over by syco- 
phants for important postings and 
assignments, and deals may get done 
that are in the interest of the exclu- 
sive group and not the organisa- 
tion. “Coterie is the worst mani- 
festation of internal politics in a 
company, and invariably does more 
harm than good,” says Adi Godrej, 
Chairman, Godrej Group. 


The Way Out 

If the existence of a core group is 
inevitable, then is it possible to pre- 
vent it from becoming a self-serving 
coterie? Raju thinks so. “The 
organisation should be viewed as 
a network of value-creating entities, 
and not a hierarchical set-up,” he 
says. Take Satyam, for example. 
Although this Hyderabad-based rr 
major has a three-tier management 
structure (the top 50 have 
independent responsibilities, the 
next 150 are team leaders and the 
last tier comprises 300 associates), 
ideation is nobody’s prerogative. 
All employees are encouraged to 
think like leaders and write to Raju 
if they want to. On his part, Raju 
e-mails all his 18,000-odd employees 


once every quarter. “We are in the 
business of growing leaders and the 
TDC (thinking, doing and commu- 
nicating) is bundled into each one of 
us," he points out. 

At the Analjit Singh-led Max 
Group, coteries are kept at bay 
through transparent management 
processes. Just like at Satyam, any 
Max employee can e-mail the Chair- 
man or raise issues at the two town 
hall meetings Singh holds every year. 
“Contemporarily managed and 
value-led companies can demolish 
coteries through HR practices, 
communication, and other team- 
building exercises," says Singh. 
Feeling stonewalled by the coterie? 
*Escalate," Singh advises. His 
argument: Often as the single-biggest 
shareholder, the CEO or Chairman 
has more to lose by turning a blind 
eye to the growth of an alternate 
or parallel power centre. At RPG, 
notes the group's Vice Chairman 
Sanjiv Goenka, he and his brother 
Harsh (who's the Chairman) main- 
tain direct interaction with the CEOs, 
who in practice report to sector 
heads. *We take the feedback seri- 
ously. Where we find a coterie buil- 
ding up, we move quickly to dis- 
mantle it," says Goenka. 

Technology can be another 
potent weapon in the war against 
coteries. Where processes and sys- 
tems are transparent, it would be 
almost impossible for a handful of 
executives to manipulate data or 
facts to serve their own agendas. 
“Basing each transaction on data 
instils confidence in employees, and 
keeps a leader's own biases at bay,” 
says Murthy of Infosys. Defined 
responsibilities in terms of delive- 
rables, and accountability can also 
help turn a core group into an 
engine of growth and action. 

Finally, though, it is up to the 
CEO to set the agenda for his core 
group and rein it in when he feels 
that it is straying from its mandate 
of maximising value for the share- 
holder, not itself. 


N.R. Narayana Murthy’ Chief Mentor Infosys Technologies 


“Basing each transaction on data 
instils confidence in employees, and 
keeps a leader's own biases at bay” 





Sanjiv Goenka/ Vice Chairman! RPG Group 
"We take the feedback (from CEOs) 


seriously. Where we find a coterie building 
up, we move quickly to dismantle it" 





B. Ramalinga Raju/ Chairman’ Satyam Cornputer Services 
“The organisation should be viewed as 

a network of value-creating entities, 

and not a hierarchical set-up" 





Adi Godrej! Chairman/ Godrej Group 


“A coterie is the worst manifestation of 
internal politics in a company, and 
invariably does more harm than good" 
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H-OH. THIS BOOK’S LATE. 

Now the warriors of the 

world will have to stop 
mid-action—their fists clenched, 
molars grinding, ears fuming, 
leashes taut and scroes armoured— 
just to get an earload of this. Sun 
Tzu Was a Sissy. The good part, 
the democratic part, is that it can be 
airwaved across to everybody all 
together. Information age efficiency. 
Sun Tzu was a sissy. A sissy, 
dammit. Got it? And once that's 
done, somebody can scribble it on 
a ten dollar bill, roll it into a nice 
aluminium pipe and drop it as a tip- 
off for CIA spooks. 

Sooner or later, the message 
would get traced. That’s when 
Stanley Bing would have some real 
explaining to do. Categorised 
already as a Fortune send-up artist, 
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ht 
` [Stuff 


How to kid around the 
trenches of corporate 
warfare, and how to recap 
India after its 1991 reforms. 











SUN TZU 
WAS A SISSY 
By Stanley Bing 
Harper 
Business 

PP: 211 

Price: RS 656 


he would have no option but to 
own up to the authorship of Sun 
Tzu Was a Sissy: Conquer Your 
Enemies, Promote Your Friends, 
and Wage the Real Art of War, 
and brave the knuckle-crackers. 
How did he get access to such clas- 
sified intelligence (the sissy bit)? 
Actionable intelligence, at that, too? 

Nor does it help that the name 
Bing evokes instant suspicion. Bing? 
The very sound of it pricks ears 





The last look-east warrior 


up at airports. Bing—it’s clarion- 
like. Almost as menacing as Rip, 
which any survey conducted with 
medical-journal diligence would 
promptly identify as the sound of a 
box cutter. 

Hapless Bing could plead that 
this book is about corporate war- 
fare, the more prevalent internal 
kind. It’s harmless. If that doesn’t 
work, he could plead double jeo- 
pardy: his office crowd has alre- 
ady generated enough hostility in 
him to last a lifetime, so any further 
roughing up would only be met 
with blank stares. 

If pushed really hard—say, into 
watching CNBC round the clock— 
Bing could argue that simple logic 
led him to his conclusion about 
Sun Tzu, the Chinese military 
strategist from ages ago who’s 








Management Development Programs at Kolkata 





ICFAI Business School, Kolkata (IBS-K), is a constituent of the ICFAI University. It has been 
established to promote quality education, research, training and consultancy in management. 
IBS-K offers a series of Management Development Programs for corporates at various levels, to 
help them respond effectively to the challenges posed by the dynamic global environment. 








Management Development Programs : January’ 05 to March’ 05 






















Banking in the Changing Environment Prof. Ajay Pathak January 7-8, 2005 
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January 18, 2005 
































Finance for Marketing Professionals Prof. Anindita Sen 











Supply Chain Management Prof. Asim Kumar Basu January 27, 2005 








Project Management Prof. Suvendu Bose February 8, 2005 











Towards Positive EVA Prof. Santanu Ray February 22-23, 2005 


| Financia 


Personal Financial Planning 









Prof. Suvendu Bose March 8, 2005 


„Prof. Atish Chattopadh 
Prof. Ajay Pathak 
Meg areen 































Marketing General Insurance March 15, 2005 














For further details and registration, please contact: 
Prof. S.N. Mookherjee, MDP - Coordinator, 
ICFAI Business School - Kolkata 

Plot 4 J3, Block-GP, Sector-V, Salt Lake City, Kolkata - 700 091. 
BUSINESS SCHOOL Phone : 033-2357-7124/25/48/7210, Fax: 033-2357-7129 
M- 98310-53327, e-mail - snmookherje @ ibsindia.org / ibskol & ibsindia.org 
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OW, DO YOU REALLY NEED A 

book (hardback in 188 
pages, that too) to tell you that 
India is no longer just a country of 
snake charmers, elephants, 
maharajas and palaces? And how 
would you react if a dozen or so 
of truly your own ilk (well, 
essentially hacks) get together to 
bring out this anthology pro- 
pounding that India is indeed 
shining (sic), and not merely as a 
globally competitive knowledge 
economy, but even as a contender 
in manufacturing, trade, music, 
arts and films? 

Well, that explains the dollops 
of scepticism, even an urge to trash 
the effort as a success only at lur- 
ing a gullible publisher, that acco- 
mpanied my approach to Realizing 
Brand India. But an attempted 
browse-through on a not-so-busy 
Saturday morning extended pain- 
lessly well into the afternoon, and 
then evening. As my guard slowly 
dropped, I realised it wasn’t all 


remembered well enough to be mis- 
quoted with frequency reserved 
only for truly historic figures. “It’s 
quite possible that all the Tzstuff 
he talks about, the mincing de- 
pendence on hyperstrategy and deep 
philosophical musings, the delicate 
calibration of where when and how 
to strike, the weeny-hierarchical 
hagiographic view of ultrasenior 
management—used to work,” Bing 
concedes. But in a world full of 
“unknown unknowns”, he impishly 
sighs, old Tzu is obviously too 
wimpy to be of any use any longer. 

What then? “Anger yourself.” 
There’s a five-step workout to do 
just that. “Quash the sissy spirit.” 
Some brawny advice on this too. 
“Don’t skulk around.” Do stuff. 
Act. Now, dammit. 

For those suffering a severe 
attention-deficit order (from central 
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that bad after all. 

In fact, some pieces, like Third 
Party Endorsement by Financial 
Times’ Mumbai correspondent 
Khozem Merchant, and The 
Creative India by adman Santosh 
Desai, are very vivid in their des- 
cription on how perceptions about 
India are changing—both abroad 
and here in India. Merchant 
argues how India’s information 
technology prowess is introducing 
millions of foreigners to India in 
areas quite unrelated to techno- 
logy, and that India is becoming 
mainstream in the reckoning of 
global media. Desai’s piece is a 
reflection of Indian advertising 





command), the book is packed with 
charts. Sarcasm, for example, is 
listed as a chart-topping weapon 
against peers, partners and friends, 
but not to be used against grumpy 
higher-ups. Insincerity, though, is 
for use against everybody. Bing 
uses both. 

All the rollicking advice ends 
with the Booty Call chapter. Boy, oh 
boy. And then, and then, just when 
the reader gets all charged up for 
some hardy action, Bing goes all 
soft. He throws in an afterword 
that sounds alarmingly humane. 
“And so, as the sun sets slowly in the 
West, we bid farewell to our civili- 
sation.” He sighs and sniffles over 
free enterprise, consumerism, dis- 
sent, success, sex... This, this last 
part, is his real opus. ‘Life is live’, one 
can almost hear him swaying to. 

ARESH SHIRALI 


as a mirror to our polity. 

And yet, you have an essay 
by New York-based freelancer 
Vivek Rai, A Bite into the Big 
Apple, that promptly deflates any 
sense of grandeur, arguing that 
India is on the Americans’ radar, 
all right, but only just that. 

As with most compilations, 
the book could be read non- 
sequentially, depending on what 
interests you. If it’s retail, you'll get 
a sharp and statistics-laden insight 
from Rumy M. Narayan in 
Consuming The Retail Boom. 
Reforms, Getting It Politically 
Correct by Abheck Barman is a 
must-read for an acquaintance 
with the politics of market 
reforms in India. 

Who is this book aimed at? 
Anyone, Indian or not, who wants 
a quick prelude to post-1991 
India. Even hacks who want a 
quick revision before meeting a 
global CEO on a visit to India. 
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BACK OF THE BOOK 


NE DAY IN DECEMBER, 
S.B. Vimala, a 62- 
year-old teacher 
arrives at the Arya 
Vaidya Pharmacy’s 
(АУР) four-acre campus in Coim- Е 
batore for a follow-up consulta- 
tion with her doctor, K.G. Rave- 
endran. Her walk is steady and al- 
though she slurs a bit while talking, 
it is difficult to imagine that this is 
the same person who first came to 
AVP in a wheelchair, unable to 
move, talk, even eat, and inconti- 
nent. That was in April this year; in 
February, Vimala suffered a brain 
haemorrhage and collapsed; she 
spent a month in a hospital that 
ensured she was alive (and only 
just). By June, however, the lady, a 
diabetic who suffers from hyper- 
tension, was on her feet again. 
Not very far from where Vimala 
is meeting with Raveendran, a rit- 
ual is in progress to propitiate Dha- 
nvantari, the Hindu God of heal- 
ing. This is a fire-ritual, where of- 
ferings are made to the concerned 
God or Goddess in the name of 
Swaha, the wife of the fire-God 
Agni; Namboodri priests from 
Kerala are feeding the fire with 
108 herbs, and patients sit around 
inhaling the aromatic, medicinal 
smoke and listening to the chanting. 
It's hard to associate a scien- 
tist like P. Ram Manohar with a 
milieu that seemingly involves mir- 
acle cures and magical rituals. 
Conversely, the very fact that АУР 
boasts a Head of Research would 
seem to indicate that the cures are 
far from miracles, and the rituals, 
not a bit magical. And Manohar is 
involved in a project that, if suc- 
cessful, could take ayurveda and 
AVP, not necessarily in that order, 
global. The specifics: a grant (of 
a mere Rs 1.2 crore; then, it is a 
start) from the us' National 


— 





he 


The drip effect: AVP has allied with H 
A | li T is this one in Murn 
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THE AYURVEDA PLAY FAQs ON TENNIS ELBOW 


TREADMILL PEOPLE 


Ayurveda 


Play 


Miracle cures; rituals to propitiate the Hindu God of 
medicine; OTC drugs; herbal value-added packaged 
foods; tie-ins with hotels, hospitals, even India’s 
largest fast moving consumer goods company; and 
a grant from the US’ National Institutes of Health 
that could well lead to a possible beachhead in that 
market—it’s all happening at the Coimbatore-based 
Arya Vaidya Pharmacy. BY NITYA VARADARAJAN 





Institutes of Health (NIH) to develop 
long-term collaborations between 
researchers at AVP and those at top 
American universities such as John 
Hopkins. It is Ram Manohar’s view 
that the Us can no longer afford to 
ignore ayurveda; he claims 45 per 
cent of the medicines sold in the 
US fall under the “alternate medi- 
cine" category. And nothing is really 
as alternative as ayurveda. 


An Ayurvedic Renaissance 

It doesn't involve bloodletting. Nor 
does it leeches. Yet, ayurveda, the 
traditional Indian system of medi- 
cine, has never gained the First 
World's acceptance. Part of this has 
to do with issues related to the ind- 
ustry's fragmented nature in India, 
issues such as documentation, stan- 
dardisation and safety. Mired in 
these problems, miracles (not certi- 
fied, though) have gone unnoticed. 
In Kerala, the southern Indian state 
renowned for its ayurvedic treat- 
ments, there are hospitals that have 
made a name for identifying and 
treating snakebites (far faster than 
any known allopathic methods), 
and those that have a far better 
record than better-known names 
at curing people of fairly serious 
eye diseases such as glaucoma. AVP, 
stresses its current head P.R. Krishna 
Kumar—he is the son of the phar- 
macy's founder P.V. Rama Variar 
and the largest shareholder in the 
company—has “now got an oppo- 
rtunity to change this”. 

Krishna Kumar is a pious-look- 
ing 53-year-old who usually 
dresses in white and sports a 
vermillion mark on his forehead. 
His words hint at the larger pur- 
pose behind the study, the revival 
of ayurveda itself. 

As would merit an exercise of 
this magnitude, the study involves 
research along three dimensions: 
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literary (locating, studying and cataloguing books on the 
subject); field (documenting living traditions and tra- 
ditional practices); and experimental. And that’s in the 
first phase. Krishna Kumar is expecting a second grant 
from NIH that will help the cause of scalability; he exp- 
ects India’s Ayurveda Inc. to be part of this. “It (the indu- 
stry) has already realised the importance of this grant,” 
says Krishna Kumar. “The Kerala (based) companies 
have formed a cluster for joint co-operation.” Kerala, of 
course, is the fount of ayurveda. Of the 900 companies 
into the business in the state, three or four do business 
worth a few hundred crore rup- 
ees every year. Yet, experts such 
as Ram Manohar believe that 
95 per cent of ayurveda’s secrets 
are lost to us for ever. 

The benefits of standardisa- 
tion, documentation, research 
and scalability, all promises of 
the study, he is convinced, will 
“lead to the next phase of resur- 
gence”. “We can make new dis- 
coveries and revive the tradition 
~ =. of true ayurveda,” he gushes. 

~N i h AVP landed the grant simply 
um because Krishna Kumar has been 
busy selling ayurveda to the 
World Health Organisation (WHO). And it landed it be- 
cause it was involved in a 1976-study of arthritis along 
with WHO and the Indian Council of Medical Research 
(ICMR). The study was successful and although it did not 
find takers among allopathic doctors, the organisa- 
tion remained on the radar of WHO. The new research, 
says Dr. Daniel Furst, a professor of rheumatology at the 
University of California, will “help us understand the 
place of ayurvedic medicine in the treatment of several 
immune-system related diseases”. It can, he adds, “help 
the ayurvedic community become world-class res- 
earchers”. And ayurveda, big business. 


The men on a mission 
and the beneficiary: 
(Above) Arya Vaidya 
Pharmacy's Head 

P.R. Krishna Kumar (left) 
with Head of Research 
Ram Manohar; (Right) 
AVP physician K.G. 
Raveendran (far right) 
with S.B. Vimala (L), who 
has made a seemingly 
miraculous recovery from 
a brain haemorrhage 
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Alternative remedy: 
(Above) Medicinal minerals 
and spices stored in AVP's 
manufacturing facility in 
Kanjikode in Kerala's 
Palakkad district; (Right) 
Patients waiting to be 
treated at AVP's facility in 
Coimbatore; (Far right) An 
abhyangam (medicinal oil 
massage) session in 
progress at one of AVP's 
treatment centres 
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More Than A Business 

At the Coimbatore Arya Vaidya Pharmacy, Krishna 
Kumar is aware of the potential of the business. From 
being unable to pay staff salaries three years ago, AVP 
has now become a company that does business worth 
Rs 25 crore (Rs 18 crore comes from the sale of 
medicines). These medicines are manufactured at 
AVP's facility at Kanjikode, in the Palakkad district 
that falls on the border of Tamil Nadu and Kerala— 
kashayams and rasayanams bubble merrily in huge vats 
and boilers and Dr. A. Sindhu, the quality con- 
troller here, laughs that “workers do not ever get any 
respiratory disease". For the record, АУР makes 
around 450 products that target 52 ailments from 
simple allergies to complex auto-immune diseases; 
for these, it sources 550 herbs and 20 minerals that 
are boiled and distilled anything between 30 and 101 
times before the nostrum is ready. 

Kumar isn’t unduly worried about the money, 
though. He just wants to go to the people. And he has 
done that pretty successfully, within India and without. 

Most people who have opened (or are in the 
process of opening) AVP centres in other countries are 
satisfied patients. There’s Kanakbhai Khimji, a busi- 
nessman of Indian origin based in West Asia, who 
was discharged from the world-famous Mayo Clinic in 
the us with the prognosis that his intestinal cancer 
was incurable (this, after a kidney, spleen, gall bladder 
and one-and-half feet of his intestines had been remo- 
ved). That was five years ago; today, Khimji is in the 
process of opening an AVP centre in Muscat. Then 
there is retail tycoon Micky Jagtiani of Landmark 
Stores (see Retail's Reclusive Billionaire, BT, March 
28, 2004), who is putting up an 18,000-sq. ft. АУР 
centre in Dubai. “I didn't know who he was,” says 
Krishna Kumar. “I used to see him walking around in 
shorts when he came here." Apart from supplying 
medicines to these centres, AVP doesn't gain monetarily 





from them; today, there are five АУР satellites in 
Malaysia, one in Singapore, and three that are works- 
in-progress in West Asia. Discussions are on to open sev- 
eral in Africa as well. 

Krishna Kumar is aware that he has to reach out to 
people within the country too. (But) *my hospital is too 
small to meet requirements," he says. That explains the 
alliances with Hindustan Lever for Ayush centres 
(there are 13 of them across five cities; see Cool 
Companies, BT, July 4, 2004), where customers can avail 
a range of ayurvedic treatments and buy HLL’s Ayush 
ayurvedic products (certified by AVP), with the Taj 
Group of hotels for ayurvedic spas (the chain runs 
nine AVP ones across its hotels in eight cities), and 
with Apollo Hospitals, Pune’s Sadhu Vaswani Hospital 
and Hyderabad’s Indo American Centre, which are set- 
ting up dedicated AvP wings in their otherwise all- 
opathy-oriented institutions. 

Then, Kumar is also aware that ayurveda is more 
than a business. *Even at the Taj, we charge the same 
for our treatment,” he says. And АУР sources its herbs 
from tribal self-help groups and has even distributed 
hundreds of cows to these, in turn sourcing its 
requirement of milk from them. “Every unit has to be 
self-sufficient," says Krishna Kumar. "Starting with 
the temple." He is referring to the Dhanvantari temple 
that makes money by conducting fire-rituals for the 
well-being of people undergoing surgery elsewhere 
in the country, even without, and, in turn, feeds hun- 
dreds of people every day. The hospital holds free 
camps where even medicines are free (the over-the- 
counter, OTC, business subsidises it). 

Only tbat, which can bring about a cure is a 
correct medicine, and only he who relieves his pati- 
ents of their ailments is the foremost among physi- 
cians, according to the Charaka Sambita, an ancient 
text dealing with ayurveda. Avp isn’t there yet, but 
it is working towards it. 
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BELLY TALES 


HE COMMONEST QUERY THAT I GET FROM READERS ASKS FOR TIPS TO 

: [ reduce their bellies. “Гуе tried every trick in the book,” goes the 

А. typical one, “but I can’t seem to shake off the fat around my waistline; 

what should I do?” That question resonates in every gym. “How do I get rid 

of those ugly love-handles?”, “How do I shrink my beer belly?” and so on. And 

the commonest answer to this seems to be: “Do crunches/sit-ups/leg raises. And 

do hundreds of them.” That’s what most people do. Walk into any gym’s floor 

exercise area and you're definitely going to see an army of crunchers doing the 

classic sit-ups, leg-raises or even using often funny-looking implements to crunch 
their mid-sections—but all hoping for the same thing: a thinner waist. 

Well, sorry to disappoint you folks, but crunches alone will not help you 
buy smaller-sized trousers. The trainer at my gym loves to relate а story—he 
claims it is true; I think it is apocryphal—about a newbie member who insisted 
on doing nothing but crunches, thousands of them, at the gym. After a 
month, he gained an inch around his waist instead of losing anything! What 
happened, according to the trainer, is that while the crunches helped 
strengthen and grow the man's abdominal muscles, he lost no fat around his 
belly. Net outcome: a bigger waistline. What a waste of all those crunches! 

The trainer’s tale may be exaggerated but its message is true: Crunches 
alone cannot help reduce or sculpt your mid-section. Dozens of ads on Tv may 
promise you that doing crunches with curiously-shaped equipment (including 
one that you strap on and plug into a power socket!) will get you that elusive 
washboard tummy, but it's all one big hoax. In exercise-speak, this is known 
as ‘spot-reduction’ and it doesn't work. It is not possible to exercise one part 
of the body and reduce fat in that area. Fat loss through exercise happens 
across the body and depends on factors such as genetics (what you inherited 
from your parents), gender, age and diet. If you want to get rid of your belly 
fat, you have to reduce overall fat from your body. There is no other way. 

And how do you reduce 
overall body fat? Try intensive 
cardio-vascular exercises like 
jogging, brisk-walking, cycling, 
etc. Add crunches and other 
exercises that target the abs and 
you'll be on your way to get- 
ting a leaner waist complete 
with sculpted abs. And just to 
nudge you on your way, here's 
my favourite abs exercise. My 
trainer (yes, the storyteller I 
mentioned earlier) calls it “the 
lying-down, touching-toes exercise". Here's how it goes. Lie flat on an exercise 
mat with your arms outstretched beyond your head. Raise your legs from the 
hips to form 90 degrees with your body. Now touch your toes. That's one rep. 
Do sets of 25. And oh, I never said it was going to be easy! 





MUSCLES MANI 


Write to musclesmani@intoday.com 
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HIGHLIGHTS 
Gf Duration : Two years for each Program & Quality Courseware 
7 Eligibility: Graduates (any discipline) Gf Training Classes all over India 
MS (Finance) leading to the CFA charter ك‎ А 
Web Support on 24 x 7 b 
@ MS (Banking) leading to the CBM designation — к j з Rc 
Gf Soft Skills Training and IT Training 


@ MS (Insurance) leading to the CRIM designation 
@ MS (Accounting) leading to the CPA designation & Examinations four times a year at 94 Test Centers 

















www.icfai.org/icpe {or 


For Details & Prospectus, please contact ICFAI Study Centers at (Ph. Nos given below): 


Agartala: deae Mes. (2527035, 3098775); Ahmedabad @ Ellis Bridge: (2656-3042 / 2458);® SG Highway: (55317100/101); Ajmer : (2622707/2420240); Allahabad : (242-0255 / 1098) 
Amrawati: (2663312); Ambala: (3092098); Amritsar : (5005221 , 5053168); pm (24 md 15604774 4, 3092250); Bangalore : @ infantry Road: (57625211/311, 22865573, 30618895) 
armentis (26551842, 57653508); @ International Tech Park (ITPL): (51158637); € Rajaji Nagar: (57613743, 23528996); @ Indiranagar: (51267299); € Kormangala: (51216721, 25716761) 
Bareilly : (2420034 / 37); Barrackpore : (25924235); Belgaum : (2424074); Bellary: (270390); Berhampur : (2225790); Bhopal : (5277253, 2576975); Bhimavaram : (224917) 
Bhubaneswar : (2513-346/347); Calicut : (2722660); Chandigarh: (5081128, 2749504); С :€ Nungambakkam: (28235633/88); € Adayar: (Ph24405944 / 5955/2777); € Tambaram: (52112055 
22263728); € Annanagar: (52171816, dee bae Coimbatore : (2541190, 5366447); Cuttack : (2332811); Davangere: (223366); Dehradun : (2654002 / 03); Durgapur : (2544433) 
Faridabad : (5070464/922); Gandhidham : (572430); Gandhi Nagar : (23243573, ЖЕЕ : (281046); Ghaziabad : (2703105, 3943243); Goa : (2437050/211); Gorakhpur : (2201329 / 1493) 
Guntur: (2238958); Gurgaon: (222-3595, 5556); Gi :(242033); Guwahati : (2132048); :(5099990/235228); Hubli : (2371738); Hyderabad € Nagarjuna Hills: (2343043 1-36); € Vidyanagar 
Circle: (27630356, 55100656, 55684656); € HI- ec oa) (55169169. 23100546); € Secunderabad : (55446762); Indore : (2524070, 506-8247 / 9003); Jabalpur : (5066886) 

Jaipur : (2363695, 2373689); Jalandhar : (5074769, 5000569); Jalgaon : (3091607); Jammu: (2456920); dere (2434957); Jodhpur: (5106610); Kakinada : (2387772, 2344321) 

Kanpur: (233-0912 / 1145); Kochi : (2359294 / 703); Kolhapur (s 142/4491); Kollam : (3091485); Kolkata : € AJC Bose Rd: (22892161/2281-7745/7802); ® Lake Town: (2534-1172/ 4723) 
Kota: (3091476); Kottayam : (3093181, 2561131); Кема: (249811); Lucknow: € Ashok Marg: (220-4205 / 4559/8652); e Staton Road: (395-5886/2429); Ludhiana : (2772523/3097022) 
Madurai : (2342169, 5379989); Mangalore : (2432050); Meerut: (2666166, 3092244); Mumbai : ө Nariman Point: (22040888, 22823173); € Andheri : (2671-6563/8410); € Ghatkopar: (55987187 /89) 
€ Thane: (253-75836 / 82659); € Vashi :(30990427/28); € Borivali:(39514760/61); € Tardeo: (56043988); Mysore : (2543803); Nagpur: (256,4314, 2547124, 3099029). Nasik : (2570413, 5604820) 
Nellore : (2301222); New Delhi : € Barakhamba Rd, en Ah © Meera Bagh:(2528-3007 / 1138); € Kamla Nagar: (55481831, 23841358); € South Extension : (5164-7667/8004) 
Nizamabad : (229531); Noida : (2592410, 2516024); Patna : (3099395); Pondicherry : (2220991, si) a Pune: € Shivaji Nagar: (4026975 / 76); € Bund Garden Road: (4048771/72) 



































ө Nigdi-Pradhikaran: (56317150); Raipur : (5061361, 5091919); Rajahmundry : (2448813, 2434919); Rajkot : (2462684, 5535777); Ranchi : (2331-922 / 508); Rohtak : (241348 / 329) 
Rou : (2473736); Sagar : (508131); Sambalpur : (2230250); Salem : (2332122/2442122); Shimla : (2657046 / 48); Siliguri : (2524079); Solapur : (2602839); Surat : (2650485, 5530048) 
Tanjavur : (239578); Thrissur : (3090920, 2321263); Tiruchirapalli re Tirunelveli : (2561533/44); Tirupathi : (5561058); Trivandrum : (232-0853 / 1302, 3950550); Udaipur : (5102- 
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040-23430431-36, Fax: 040-55639711. E-mail: info @icfai.org 






BT PEOPLE 
Talent Hunting 


Е" KPMG’S GLOBAL CHAIRMAN, MICHAEL RAKE, A 
trip to India is becoming an annual ritual. This time 
around when he paid a week-long visit, he brought 
along half-a-dozen other senior executives. Reason? 
“There’s an enormous demand for audit professionals 
because of the Sarbanes-Oxley Act and there aren’t too 
many places where you can get good audit profes- 
sionals,” says Rake, talking of India’s large pool of 
English-speaking CAs. Already, KPMG has shipped 
about a hundred auditors from India to work in its 
London office, and in another four to five years, it plans 
to increase the headcount to 2,000. Resources apart, 
Rake wants more of the audit business here. But isn’t 
India’s audit institute against the Big Four’s expansion 
in the country? Yes, and Rake did meet ІСАГЅ President 
during the trip. His point: “If Indian audit firms want 
to become world class, they will have to work along- 
with the Big Four.” Pressures from an India Inc. that's 
going global may already have made that inevitable. 





New Role 


S NAGANATH'S ELEVATION TO THE CORNER ROOM AT 
DsP Merill Lynch Fund Managers has been a quiet 
affair. So much so that the 40-year-old, who takes over 
as President from the highly-visible Alok Vajpeyi start- 
ing January 2005, even refused to comment on his asc- 
ension. Not your typical D-street honcho? Yes. 
Considered a whiz-kid by many, the IM-A alumnus 
maintains a low profile, preferring to focus on making 
sense of the Indian and global stock markets. But his 
new job may force him to up his profile. If he wants to 
push DSP ML up on the league tables of fund managers, 
he'll have to go out and schmooze. Professional hazard? 
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Welcome To The Club 


Be HARVARD DIDN'T PREPARE AVINASH BAJAJ FOR THIS 
one. Last fortnight, sleuths from Delhi Police came 
calling at baazee.com’s offices in Mumbai. What were 
they looking for? An online advertisement for sale of a 
mobile phone video clip that shows two Delhi Public 
School (DPS) students doing what kids shouldn't. As an 
online marketplace, baazee.com has 70,000 live listings 
at any time and the pps video clip, the eBay subsi- 
diary says, made its way to the site undetected. 
However, a Baazee spokesperson told BT that the offe- 
nsive advertisement was taken off within 48 hours of it 
getting listed. As the online marketplace culture catches 
on in India, Bajaj, the dotcom's young founder- 
Chairman, should be prepared for worse things. He only 
has to look as far as parent eBay, which has had to deal 
with offers to sell kidneys, and even virginity, on its site. 


Switching Medium 


FTER A NEAR THREE-DECADE CAREER AT BENNETI 
Coleman & Co., Pradeep Guha takes over next 
January as the Group CEO of Zee Telefilms. Guha 


ғ 


who joined the group, which publishes The Times of 


India (Tol) and The Economic Times, as a 21-year-old, 
and rose to be the President of the To! Group, is 
credited with helping turn around a moribund, also- 
ran organisation into a money-spinning, marketing- 
driven media conglomerate. “I had done everything 
that I needed to do with the print media,” is all 
Guha would say of his move from print to television. 
At Zee the 50-year-old Guha may need to do an 
encore. Once the most popular satellite channel, 
Zee, has lost ground to both Sony and Star over the 
years. Of the 100 most popular shows on Tv, Zee has 
only one versus Star’s 53. In terms of advertising rev- 
enues, Zee managed Rs 540 crore versus Star’s over- 
Rs 1,000 crore. Lights, camera, action... 








A Few Good Men 


HEY ARE THE CAPTAINS ‹ 
Industry, and now Finance Minister 
(FM) P. Chidambaram has set them uy 
with a difficult task: Bring in $150 billior 
(Rs 6.60.000 crore) in investment 


infrastructure over the next 10 vears 


It's a staggeringly tall order, but the FM 
seems to believe that the Tata Group's 
Ratan Tata (centre), HDFC’s Deepak 
Parekh (far left) and former 
Chairman Ashok Ganguly are India’s 
best hope in this effort. Tata, a global net 
worker, brings brand equity and trust t 
the team; Parekh, exemplary skill 
finance and sound knowledge of infrastr 
ucture; and Ganguly, an expert її 
manufacturing technology, a deep und 
erstanding of global businesses. So, does 
that mean an end to India’s infrastructur 
woes? Don't bet on it. While the g 
ernment has set the team an ambitious 
target, it hasn't addressed the ground 
realities. Convincing global power giants 
to sell to bankrupt state electricity boards 
will be hard even for a team as heavy 
weight as this one. & 
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bt event 


BT ACUMEN 


` Eastern Entry 


All the action from the East Zone qualifier of the Business Today-Aditya Birla Group 
Acumen contest, held in association with Tata Consultancy Services. 


ciously. The car designated to 

carry the Indian Institute of 
Management, Calcutta (IIM-C), teams 
to the venue got held up at one of 
Kolkata's interminable traffic jams. 
This meant the others—organisers, 
participants, judges and audience— 
were left twiddling their thumbs, 
watching the grass grow in the little 
show garden outside the Kala Kunj 
auditorium. When the East Zone 
qualifier round of the Br-Aditya 
Birla Group Acumen debate-cum- 
quiz contest, held in association with 
Tata Consultancy Services (TCS), 


I: BEGAN SOMEWHAT INAUSPI- 


1 


The verbal edge: East Zone debat 
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ACUMEN 2004 


a 


Dp 
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National B-School Challenge 


Are you sharp enough? 


finally got underway, it was so far 
behind schedule that a thinned-out 
audience (due to a bandh) took quite 
a while to find its vocal chords. 
The early round debates had 





e winner IIM-C's Amod К. Agarwala shakes 


hands with BT's Pavan Varshnei while his partner Aritra Chakraborty looks on 
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such topics as ‘In the opinion of the 
House, customer relationship mana- 
gement is more important than miti- 
gating business risk'. The air was 
thick with jargon, and names of 
management gurus flew thick and 
fast. The examples quoted by just 
about everybody were mostly of us 
companies: Enron, Nordstrom, AOL 
and WorldCom. But an interesting 
info-nugget came from moderator 
Ateesh Tankha of ITC: the first 
recorded instance of this very debate 
took place in the 1750s when the 
British East India Company grap- 
pled with this question and finally 
left it unanswered. 

The audience came to life only 
when contestants took their stands 
for the final debate for the evening 
to earn a place in the grand all- 
India Acumen final to be held later 
in New Delhi. The topic: ‘Knowle- 
dge is the only driver of tomorrow's 
business economy'. Speaking against 
the motion, the team from IIM-C 
(incidentally also Acumen's regional 
partner) argued forcefully that 
knowledge in itself wasn't enough; 
it was its appropriate application 
that brought success. The team from 
ICFAI didn't quite have a convincing 
answer to this, and thus it was that 
Amod Kumar Agarwala and Aritra 
Chakraborty of IIM-C won the 
honours for the evening, and the 
right to represent the east zone. 

Unlike the debates, the quizzes 
got off to a brisk start, with the 
crowd itching to participate in the 


trivia-fest. Sample these. The 
visual of a Farex baby—to be iden- 
tified. Answer: Aftab Shivdasani. 
What interesting means of financing 
did Charles Wang use while foun- 
ding Computer Associates 25 years 
ago? Answer: a credit card. Which 
IBM subsidiary owes its name to a 
position in yoga? Answer: Lotus. 

Interest in history, of course, 
is not all that distinguishes a 
Kolkatan audience of B-school stu- 
dents. Despite the bland start to 
the proceedings, decibel levels 
started reaching thunderous levels 
by the time the quizzes got 
going—what with all the prizes to 
be won by members of the audi- 
ence. With Acumen memorabilia, 
Van Heusen gift vouchers and 
Canon digital cameras being 
handed out, there was much exci- 
tement. Applause, titters and even 
yells were the order of the day, as 
the rounds went by. 

But it is the big prizes—the 
chance to go to the Swinburne 
University of Technology, Australia, 
or burn the tarmac with a Kinetic 
Laser motorbike—that are still to 
be won. That will happen on the 





big day (December 20, 2004) at 
FICCI auditorium in New Delhi. 
Amongst alumni, Amit Jain of 
Usha Communications and 
Charanpreet Singh of Hewlett- 
Packard carried the day, winning 
the Alumni Quiz for a seat in the 
grand finale. And what of the other 





Masters of quiz: Pavan Varshnei, Publishing Director of BT flanked by the B-school 
Quiz winners К. Anil Kumar (Left) and Abhishek Pal (Far right) of IIM-C 





Winners all: Alumni Quiz winners Charanpreet Singh of HP (Left) and Amit Jain of 
Usha Communications (Right) with quiz master Joy Bhattacharya (Centre) 


quiz—the one for actual B-school 
students? The East Zone qualifier 
was won by K. Anil Kumar and 
Abhishek Pal of IIM-C, who pipped 
the team from Xavier Institute of 
Management, Bhubaneswar (XIM-B) 
to the post. 

The winners from all the four 


zones are now set to converge in 
the capital. The stakes, as the 
participants know, are higher than 
the prizes would suggest. This is 
about B-school honour, and indi- 
vidual glory. It will be hard-fought. 
Keep your ears peeled for the roar 
the grand finale generates. W 
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bt event 


Going Tee For Tee 


The 10th edition of the Business Today-Ballantine’s Pro-Am Golf Tournament. The action. 


PRO-AM OF CHAMPIONS 
— 200° 


Winners all: BT's Publishing Director Pavan Varshnei (Far left) and Allied 
Domecq's VP Arun Seth (Centre), with the Handicap category winners Nirmal L. 
Khanna (Second from left), Tony Vaswani (Fourth from left) and C.V. Murlidhar 
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East's best: BT's Pavan Varshnei and Allied Domecq's Arun Seth (Centre right) 
with the East Zone qualifier winners Kunal Roy Choudhury (Far left), Jaydeep 
Chitlangia (Second from left), Jayant Gohain (Second from right) and C.V. Murlidhar 
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T HAS ALREADY BECOME 
L calendar event in the 
cities it visits. The 10th 
edition of the Business 
Today-Ballantine's Pro- 
Am golf tournament 
swung into action at the 
scenic Tollygunge Club in Kolkata on 
November 30, 2004. It was a Tuesday, 
and there was just the hint of a frown on 
the brow of the event manager. The 
event: the East Zone qualifier for one of 
corporate India's favourite sporting 
tournaments. The worry: it was a work- 
ing day. Would sufficient players turn 
up? His concerns were misplaced. Sixty- 
nine golfers, all of them busy corpo- 
rate executives and senior bureaucrats, 
turned up to tee off on that glorious late 
autumn morning. 





Corporate Idea 

“I think this tournament provides a 
wonderful opportunity for corporate 
executives to get together and network," 
said Aditya Khaitan, Director, Eveready 
Industries. Khaitan, who's been playing 
golf for the last 18 years, mostly at 
"Tolly' (as members and others call the 
Tollygunge Club) and the older Royal 
Calcutta Golf Club (RCGC) across the 
street, hit the pin on the head as far as 
corporate participation went. 

But there's more to the tournament 
than networking. This is a championship 
for both amateurs and pros, and so the 
greens that day had some seriously com- 
petitive golfing going on too. And there 
was plenty to play for. The most attr- 
active prize, by far, was a shining black 
Honda crv, courtesy Honda Motors, for 
the first player to score a hole-in-one on 
the 18th hole. The sports utility vehicle 
(SUV) on display on a special podium 
next to Far Pavilion, however, was des- 
tined to remain an exhibition piece; no 


one got close to winning it. But 
there was a lot else to play for as 
well: gift hampers from Ballantine’s 
and Business Today, and pocket 
watches for every player within 17 
feet of the 17th pin in two shots. 
There were team prizes as well, for 
the winners and the runners-up. 
And finally, an all-expenses-paid 
trip to Delhi awaited individual win- 
ners in each of the three handicap 
categories—0-8, 9-16 and 17-24. 
There, on February 5 and 6, 2005, 
the winners are scheduled to meet 
the winners of the other zonal 
rounds at the Classic Golf Resort, 
Gurgaon, for the grand finale. 

But to return to the golfing act- 
ion, team selection was done by a 
surprise draw of lots before the 
start of the tournament. The idea 
was to attain a random scatter of 
sorts. This meant that members of 
individual *fourballs' were not part 
of the same team. 


Format Interest 

It’s an interesting format, according 
to С.Р. Goenka, Chairman of the 
Duncan Goenka Group, who has 
been playing golf since 1962. *The 
quality of participants is a lot better 
than in previous years. But it might 
be a good idea to get some of the 
countries best professionals to parti- 
cipate as well. This will lift the qual- 
ity of the game," he said, adding, 
"The renewed interest in the game 
points to the resurgence of the state 
as an investment destination." 

For this particular game, ‘rene- 
wed interest" was actually an under- 
statement. “The fact that 75 to 80 
senior executives and bureaucrats 
took time out of a working day to 
take part testifies to the popular- 
ity of this event," said Pavan 
Varshnei, Publishing Director of 
BT, speaking to a television channel. 
Echoing these sentiments, Neeraj 
Kumar, General Manger, Allied 
Domecq, the marketer of Ballan- 
tine's, said: “We were looking for a 
tournament that fits in with 


SHAMIK BANERJEE 


Shot! ITC Sonar Bangla's GM Ranvir 
Bhandari tees off at the hotel's greens 


Ballantine's top-end brand image 
and zeroed in on Br Pro-Am because 
it attracts CEOs and other people in 
leadership positions in various walks 
of life. This association with the 
event will allow us to stand apart in 
the minds of consumers." 





Claiming Honours 

There was much banter and cheer 
to be found on the greens that day, 
but the spirit of competition was 
not to be underestimated. At the 





Putting it in: Duncan Goenka Group's 
Chairman G.P. Goenka in action 


end of some marvellous golfing act- 
ion, C.V. Muralidhar won the indi- 
vidual honours in the 0-8 handi- 
cap category, Tony Vaswani in the 
9-16 handicap, and Nirmal Khanna 
in the 17-24 handicap. All three 
will represent the east zone in Delhi 
for the finals. 

As far as team-play went, the 
top honours went to the team of 
Kunal Roy Chowdhury, Jaydeep 
Chitlangia, C.V. Muralidhar and 
Jayanta Gohain. 

In all, it was quite a day of acc- 
omplishment. Pradeep Bajoria won 
a Ballantine's hamper for managing 
to land closest to the pin—six feet 
two inches. Harmeet Sahney won a 
BT gift hamper for recording the 
longest drive—289 yards. There, 
alas, was no hole-in-one. Now to see 
if anybody gets to lay his hands on 
the steering of that Honda in any 
other city. Im 


JANUARY 2 2005 BUSINESS TODAY 





13/98 3N YU NINYHS 


—— da 


أ 


| mec Тин 
Ihe Common Ground 
For Uncommon Teaders. 





| PRO-AM OF CHAMPIONS | 
— 2005, — —-] 


10 years sof Golf рех 
In Association With: 
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Bangalore Delhi (final) 
, Dec 11, 2004 Feb 5 & 6, 2005 
KGA Golf Club Classic Golf Resort 


FOR MANAG NG: TOMORROW 





bte 


Real Time Money 


How much has technology modernised retail banking? A discussion. 
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etail Banking : Technology shows the Wa 


Techspeak: (L to R) BT's Executive Editor and discussion moderator R. Sukumar, BoB's ED K. Ramakrishnan, ICICI Bank's 
ED Chanda Kochhar, KPMG's Associate Director N. Ramaswamy, and Cisco's Sr. VP and Country Manager Jangoo Dalal 





ETAIL BANKING: TECHNOLOGY SHOWS 

The Way. This was the topic under 
discussion, and as befits a forum called 
Boardroom Breakfast, the panel got 
straight to the point, with Business Today's Executive 
Editor and discussion moderator R. Sukumar asking: “Is 
technology at the core of the growth in banking?" 
Chanda Kochhar, Executive Director, ICICI Bank, 
explained that to a large extent, it indeed was. "We 
used technology to change the way banking is done... 
distribution shouldn't mean only branches—it is ATMs 
(automated teller machines), call centres, internet 
banking and so on and so forth. Technology was 
both a differentiator and an enabler for us." Apart 
from the management of transactions, accounts and so 
on, it had helped the analysis of data, thus resulting in 
more efficient customer relations. The challenge now 
is to go rural with all that. 

K. Ramakrishnan, Executive Director, Bank of 
Baroda (BoB), explained that in Bob's experience, cus- 
tomer focus often means nurturing relationships. So 
even as computerisation enhances efficiency, that has 
to be taken care of. 

What would a start-up bank do to cover the entire 
country? Would traditional branches even continue to 
exist? “The branch continues to be the pivot around Hot breakfast: The audience had a stimulating time 
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which everything revolves,” 
said Jangoo Dalal, Senior Vice 
President and Country Mana- 
ger, Cisco Systems, citing 
Cisco’s experience of some 100 
countries, since the availabi- 
lity, accessibility and conveni- 
ence of the branch remained 
key appeals. Multi-channel 
banking simply enhances those 
appeals. Agreed Kochhar, add- 
ing that technology had cen- 
tralised backend work, letting 
branches act as service outlets, 

The idea is to understand 
the customer’s needs, “Techno- 
logy should be adapted to spe- 
cific environments,” opined 
Ramakrishnan, “the ATM for 
rural areas would be very diffe- 
rent from the ones in the 
metro. Also, technology can- 
not replace innovation. It’s an 
investment.” Technology could 
also be used to gain a better 
understanding of the market, 
for example. So, how does one 
utilise technology? 

Said Kochhar, “The time- 
to-implement is crucial... 
otherwise it tends to dege- 
nerate into lengthy projects.” 
And that means loss of value. 
“We have a 90-day policy for 
part result and part imple- 
mentation,” she said. Keeping 
technology cost low is another issue, given Indian 
banking’s low-value base. Open architectures help, as 
do other means of flexibility. The customer focus 
must not be lost, and finally, “technology and business 
have to be completely synchronised”. 

Ramakrishnan, on his part, preferred to empha- 
sise the fact that “technology is not an end in itself, but 
a means to the end—at all levels”. Also, while India’s 
banking sector gets tech-enabled, the human interface 
must remain warm and friendly, 

Moderator R. Sukumar then turned the discussion 
to what IT meant for Cisco Systems, a company that has 
almost girdled the globe with networking technology, 
and its domestic operations. Dalal pointed to a local 
market peculiarity—small transactions—and explained 
how technology was being adapted to suit the business 
here. The advantage: with almost no legacy systems, 
Indian banks can leapfrog straight to the latest. 





Technology could be used to 
make the ‘multi-delivery 
mechanism’ of the branch act as 
a ‘sales and service outlet’, even 
as the CEO gets instant access to 
all the numbers. Plus, it saves 
money. For optimal results, 
however, the implementation 
needs to be calibrated by the 
branch’s tech readiness, 

N. Ramaswamy, Associate 
Director, KPMG, meanwhile, 
wondered whether mobile 
branches could come round 
anytime soon. “Yes,” responded 
Kochhar, saying that her bank 
had experimented with four 
mobile ATMs already. “It has a 
global positioning system in 
terms of security, so the van 
has an identified route and the 
route is logged in at our back- 
end data system.” It could help 
rural penetration. 

What about outsourcing the 
entire tech set-up—would banks 
do that? “It is happening as we 
speak,” replied Ramaswamy, 
adding that the sharing of ATMs 
is just the beginning of the trend 
of banks treating the techno- 
logical backbone as an exter- 
nal apparatus, as in other in- 
frastructure-heavy industries. 
"Technology cannot be owned 
completely always," he said. 

On rural banking, Bob's Ramakrishnan wanted to 
know whether it would be driven electronically or by 
bricks-and-mortar. Also, “Should development pre- 
cede banking or banking precede development?" In res- 
ponse, Kochhar said she saw it as a mutually rein- 
forcing process. “It’s both ways." 

“It is imperative for both to move hand-in-hand,” 
agreed Dalal, citing Latin America's rural story, where 
technology had met the challenge of compressing 
transaction cost. The way to do that, he said, “is to 
remove the routine transaction from the costly resource 
and move it on to technology channels—a kiosk, call 
centre or a web-enabled person." Ramakrishnan finished 
off by expressing doubt on whether the customer 
would welcome technology all that well, citing instances 
of ATM discomfort. *Everybody wants to put more 
and more ATMs and be technology savvy," he said, 
*but not think what the customer really wants." 
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VIVAN MEHRA 


everaging People 


H.S. BEDI, Managing Director, Tulip IT Services 


GREAT PART OF A COMPANY'S SUCCESS IS 

due to the hard work put in by its 

employees. A good leader realises 
the importance of teamwork and the ne- 
cessity of rewarding initiative. For an or- 
ganisation to be successful and to steer 
ahead of others, it must formulate a good in- 
centive strategy for its employees and reward 
them for their deserving contributions. Such 
a system ensures profitability for both the 
company and the performer. This also helps 
keep the attrition rates at a low level and 
encourages every employee to go that extra 
mile to take the company forward, in every 
aspect of the business. 

Along with encouraging profit centres, it 
is crucial to encourage people to grow. One 
must trust one's employees and that, in 
turn, would ensure that they deliver. One of 
the most important attributes a successful 
leader must have is the ability to identify 
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good and sincere people and challenge them 
with responsibilities. 

Loyal employees form the backbone of a 
successful organisation. A good leader must 
ensure that the company's working envi- 
ronment is such that everyone is constantly 
motivated and therefore would want to go 
beyond what is considered normal. At the 
same time, discipline, one must remember, is 
as important for success as encouragement to 
new ideas, a clear vision for the future, con- 
fidence building and teamwork are. 

Finally, one should never undermine the 
role of the sales team in a company's overall 
scheme of things. It goes without saying 
that the sales function plays a crucial part in 
driving an organisation towards its objectives. 
Therefore, every employee should have been 
exposed to a sales environment at some stage 
of one's career. A good leader must ensure 
that such exposure is provided. @ 
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his in turn enables access to any part of the business process, over any network. In short, enterprise wide mobility 
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25 CEOs and Thought Leaders on India in the year 2020 


From The Editor-In-Chief 


HAT A YEAR FOR BUSINESS 2004 HAS 
turned out to be! And what a year for 
business news it has turned out to 
be! In many ways, the 12 months that have 
passed have been a lesson for futurists of all hues, 
a classification that I think includes journalists. 
Here is just a sampling of things no one could 
have predicted 12 months ago: 
m That a new Congress-led government would 
come to power 
m That the communist parties would witness а 
revival of their fortunes and actually become 
strong enough to support the government from 
outside 
m That the process of economic reform would go 
on despite this 
m That the markets would crash (and how!) 
and boom (and how!) again 
m That foreign portfolio investors would pump 
in an amount in excess of $8 billion (Rs 35,200 crore) into the Indian market 
m That the Birlas would be embroiled in a messy court battle; that the Brothers Ambani would fall out; and that 
T.P.G. Nambiar would drag son-in-law Rajeev Chandrasekhar to court 

If there is a moral to it all, it is that predicting the short-term future is well nigh impossible. 

That brings me to the theme of the issue you hold in your hands: India in 2020. And it brings me to the secret 
of the science of futurism. While it is impossible to predict the short-term future, it is well within the realm of 
the possible to envisage the long-term one. That is what we have got 25 CEOS and thought leaders to do. Among 
the perspectives of the future you will find in this issue are Y.C. Deveshwar, Chairman, rrc, the company whose 
e-Choupal initiative has set a global benchmark in the engagement of rural communities, writing on creating wealth 
in villages; K.V. Kamath, CEO, ICICI Bank, the company with the highest proportion of women in senior managerial 
positions in India, on the growing power of women in the workplace; and Roopa Purushothaman, the young 
Goldman Sachs economist whose report on emerging powerhouses (Brazil, Russia, India, China, or BRICS) has 
received as much notice as a bestseller, writing on India's future place in the global economy. That's just a samp- 
ling; there are 22 more perspectives, each on an equally stimulating topic. 

The one thing that makes me exceedingly happy is the fact that all columnists strike a very positive note 
about India's future. Anand Mahindra, the Vice Chairman of Mahindra & Mahindra, actually offers an 
engaging argument as to why India will become a fount of innovation or *be condemned to creativity" as 
he calls it. Indeed, if there is one message I would like to take away from 2004, it is that India Inc. has moved 
out of its *whining mode' into a winning one: in the past 12 months, it has taken a change in regime, a market 
crash, the looming threat of a reform-blockade by the communists, and a spike in global oil prices in its stride, 
shrugged them off, and continued to register higher sales and return higher profits. The year ahead may bring 
bigger challenges, but surely, this bring-them-on attitude will see Indian industry prevail. As always, your 
magazine will be there to cover these happenings. 

Wish you a Prosperous New Year. 


ج کح کے 


AROON PURIE 
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Trends 


Ey Annus Mirabilis/Annus Horribilis 


Good, Bad Or 
Downright Ugly? 


After 2004, it’s easy to answer that question about 2005. 
So, we will stick our neck out and say it: 2005 will be great. 





HE WORST HANGOVER 
anyone can have on 
January 1, 2005, will 
come not from the 
varied intoxicants avai- 
lable in the open and underground 
markets, but (should one be care- 
less enough to make the mistake) 
reminiscences from the year gone 
by. There were highs galore in 
2004, and lows too. There were 
successes and failures, promises 
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made and fulfilled and those not. 
The government changed (some- 
thing not too many people antici- 
pated). The stock market boomed, 
then crashed, and then boomed 
again. Business families went to 
war. The monsoon threatened to 
play truant, then didn’t. The com- 
munist parties, critical allies of the 
ruling United Progressive Alliance, 
made enough noise about blocking 
all economic reform that was, in 





RAJAT BARAN 


their mind, anti-common-man, 
anti-public-sector, anti-labour, and 
anti-Indian (an all-encompassing 
definition that includes just about 
any reform at all) and then, quietly, 
allowed the government to go 
ahead with what it wanted to. And 
through this all, India Inc. went 
quietly about business as usual. 
For the first half of the financial 
year (April-September for most 
companies), a universe of 3,627 





companies registered its highest 
aggregate revenues and net profit 
ever, although growth rates were 
beginning to taper off (as they 
invariably do) from their 2002 
and 2003 peaks. And between 
January and December 2004, 
Indian companies spent around 
$1 billion (Rs 4,400 crore) on 
overseas acquisitions, a clear indi- 
cation that India has arrived on 
the global stage. 


E] Budget 2005 


The coming year will continue 
to find India Inc. in this resilient 
mode. If oil prices come down (as 
most analysts expect them to), it 
stands to gain, although it will 
definitely not lose if they stay 
where they are right now. The 
stock market, even the bears rue- 
fully admit, shows no sign of 
cooling down and the ever-increa- 
sing earnings of companies will 
ensure that the price-earnings 


multiple stays rational, even as 
indices scale new highs. A weak 
dollar (that will get progressively 
weaker) should help the cause of 
the oil import bill and strengthen 
the government's financial posi- 
tion. And even if everything that 
can go wrong does go wrong, India 
Inc.'s competitiveness can still save 
the day. That is something all of us 
learned in 2004. 

SHAILESH DOBHAI 


Can He Pull Another Out Of The Bag? 


THINK IF ALL PLAYERS PLAY THEIR PART, THE YEAR 

will end on a very substantial and positive note." 
That is what Finance Minister P. Chidambaram said 
on December 13, 2004. He had just presented a 55- 
page Mid-year Review (of the economy) to Parliament 
without so much as a murmur of protest from the 
opposition parties. Chidambaram's gushing quote 
can be attributed in one part to the way Parliament 
received his report and in another to what it had to 
say on the performance of the economy (thus far, 
good; and going ahead, can even be better). 
Interestingly, the quote can also be taken as a reference 
to the content of Budget 2005. 

The Finance Minister has not been coy about 
this and has hinted that Budget 2005 will be as refor- 
mist as can be. Among the various initiatives he has 
listed (as future reforms) and the Mid-year Review 
mentions are: removal of discretionary (tax) exemp- 
tions; raising the tax-to-GDP ratio to 10 per cent; 
expanding the tax base; reducing the food subsidy; 
and catalysing investments in sectors such as air- 
ports, roads, power and ports. Economists are con- 
fident that Chidambaram will also address other issues 
such as reducing the rate of corporate tax from 35 per 
cent to 30 per cent, reducing the peak rate of customs 
duty from 20 per cent to 15 per cent, and pruning the 
customs duty on crude oil from 10 per cent to 5 
per cent. Another dream budget? We think so. 


ASHISH GUPTA 
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Cities 


The Watershed 


И? HARD TO IGNORE THE PRESENT—FORGET AIR 
traffic being disrupted in North India because of fog, 
it is happening even in Bangalore this year, only, in the 
city’s case it is smog—while commenting on the 
future of Indian cities, but this writer will try to do 
just that. The motive for that seemingly blinkered 
approach is this: 2005 could well be the year things 
start improving for the better in India’s cities, or it 
could be one when things get so bad in some cities 
that businesses exit them, the same way they did 
Kolkata in the 1990s. In other words, 2005 could be 
a watershed in the history of Indian cities. 

The second part of the argument is easy to prove: 
circa 1947, 14 per cent of India’s population of 333 
million lived in cities; today, the corresponding num- 
ber is 33 per cent of 1.1 billion (and this population 
accounts for 60 per cent of India's GDP). India boasts 
35 cities that have population in excess of a million. 
Already, the infrastructure in most Indian cities, 
especially the ones that have been successful in terms 
of becoming preferred destinations for businesses 
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City of joy? Yes, and every other emotion, including ire 


from other parts of India and all over the world, is 
stretched thin. Pune is choking on its own traffic, 
Hyderabad is polluted, Bangalore is a victim of its own 
growth and Chennai has no water. 

The first part of the argument is based on the fact 
that India's planning commission, supported by the 
Prime Minister's office, and aided by a small group of 
citizens, is working on an urban management frame- 
work that should address all issues listed in this article 
and several others that aren't. January is when things 
are expected to happen on this front and that is when 
you will get to read something on this initiative in this 
magazine. Hope, as they say, springs eternal. 

VENKATESHA BABU 
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[5] Disinvestment 


The IPO Route 


T'S A BIT LIKE HAVING YOUR CAKE AND 
eating it too. Initial public offerings 
(IPOs) will be the preferred disinvestment 
strategy of the government. Sometime in 
2005-06, the government will divest 
part of its stake in public sector heavy- 
weights such as Bharat Heavy Electricals, 
Corporation of India and a host of banks 
including Punjab National Bank. If the 
stock market continues to behave the way 
it is doing—and chances are it will—the 
government can expect to make a killing, 
do its reformist credentials no harm, 

and still stay in control of these firms. 
ASHISH GUPTA 
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[3 Economy 


Safe Haven 


T WAS A LONG TIME COMING. IN 2005-06, INDIA COULD 

finally achieve the exalted economic status of a safe haven. 
Other countries have been economic safe havens before, notably 
Taiwan in 2002 and South Korea in 2003, but this is the first time 
in a long while that an economy as large as India (with an esti- 
mated GDP of Rs 25 lakh crore in 2004-05, it is set to be the 12th 
largest in the world) has occupied this position. One reason for 
that is economic circumstances in other parts of the world, 
notably the imminent slowdown in the us and China. Another 
is the growing opinion, among economy- and India-watchers in 
India and elsewhere, that the ruling United Progressive Alliance 
(UPA) government is business-friendly and keen to do the right 
thing by the economy. And yet another is the fact that while one 
sector of the Indian economy, agriculture, will hold its own (read: 
grow by 2-3 per cent in 2005-06), the two others, industry and 
services, which account for 76 per cent of the country's GDP, will 
grow at between 7-7.5 per cent and 7.5-8 per cent, respectively. 
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global warranty 
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standard feature. Plus, Intel* Centrino" Mobile Technology and on-the-fly folder encryption 


ensure that users can work wherever they please, knowing that their data will be protected. 


No matter who's lurking around. Instead of a welcome matt. Ё Rs. 68,990/-* 


Embedded Security Subsystem. 
Only on a ThinkPad. 


Call 1600 443333 or visit ibm.com/in/tpdecision 


to buy direct, locate an IBM reseller or for more information. 


IBM ThinkPad, ThinkCentre and ThinkVantage are trademarks or registered trademarks of International Business Machines Corporation in the US and/or other countries. Other company product of service names may be trademarks or service marks of ther respective Owners 
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NOT FULLY COMPLY WITH THE PRODUCT ACTIVATION PROCEDURES. Product activation procedures and Microsoff's privacy policy will be detailed during initial launch of the product, or upon certain reinstallations for the software product(s) ог reconfigurations of thi computer, 
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That isn’t just this magazine’s 
opinion, As evident from estimates 
provided by organisations such as 
the International Monetary Fund 
(IMF) and psp Merrill Lynch (See 
2005-06 Will Be A Good Year), the 
Indian economy, which grew by 8.2 
per cent in 2003-04 and nearly 6 
per cent in 2004-05 is clearly on a 
roll. Foreign investors think so: 
aggregate investment (foreign direct 
investment, FDI, money pumped in by 
foreign institutional investors, Fils) 
touched $13.2 billion (Rs 58,080 
crore) in calendar 2004, up from 
$10.67 billion (Rs 46,948 crore) in 
2003. Economist Surjit Bhalla, the 
Managing Director of Oxus Research 
& Investments believes there are 
enough things going for India (he 
proceeds to list them out): a sustai- 
nable industrial recovery, a moderate 


i Family Business 


rise in pricing power that will trans- 
late into robust earnings, and growing 
confidence in the UPA government’s 
commitment to the cause of eco- 
nomic reform. 

There is also sufficient numerical 
evidence to suggest the same: infla- 
tion eased off from 8.3 per cent in 
August 2004 to 7.02 per cent in 
late December; the prices of indus- 
trial commodities are already headed 
south in anticipation of a slowdown 
in the Chinese economy (that would 
mean India Inc. can soon expect its 
costs to go down); the Reserve Bank 
of India says investments in project 
spending will go up by 515 per cent 
in 2004-05 over 2003-04; and the 
fiscal deficit for the first half of 
2004-05, at Rs 53,235 crore, is 38.7 
per cent of the budget estimate for 
the entire year, as compared to the 


Beyond The Surname 


E A FAMILY BUSINESS SCION HAS A PASSION FOR GOLF (AND NOT BUSINESS), GIFT HIM 

a golf club and a smart caddie. Just keep him away from the boardroom. 
Unsurprisingly these days—when the odds on any random Indian business 
ily announcing a division of assets (or, worse, 

on a split) are not too dissimilar to the odds on a 


being rumoured to be working 
domestic company raising money 


2005-06 WILL BE 














A GOOD YEAR 

ORGANISATION GDP GROWTH ESTIMATE 

IN 2005-06 (96) 
International Monetary Fund 7.2 
ICRA AN 6.8 
DSP Merrill Lynch _ 7.3 
ABN Amro 6.5 
ICICI Securities 6.8 


Rs 81,014 crore it was at in the first 
half of 2003-04. 

Things can still go wrong. A 
hike in the interest rate could 
smother the investment boom, 
government spending could increase 
if revenues cannot keep pace with 
the UPA's poor- and rural-friendly 
programmes, and, as a report put 
out by the Asian Development Bank 
warns, “another major spike in oil 
prices could bring down (India’s) 
growth rate to 6 per cent in 2005”. 
Still, six isn’t bad at all. 


ASHISH GUPTA 
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Ambanis: Your place or mine 








overseas or making a cross-border acquisition—it’s become fashionable to talk 
about the growing divorce between ownership and management. Such a 
demarcation between those who inherit and those who run the business will 
doubtless go a long way in protecting the interests of shareholders and succeed 
in eliminating any potential distractions in the quest for growth. 

But how successful really is the Indian business family in its avowed 
intention of staying a safe distance away from the day-to-day running of its 
operations? A few like the Ambanis and the Piramals have recently (for obvious 
. reasons) stressed on the strong management teams that run each of their 
respective businesses, but a cursory glance through family-run Indian com- 
panies—they make up close to two thirds of the вт 500's top 50— would reveal that the chairman (the owner) 





The BPL saga: Divided family 





Birlas vs. Lodha: Battle of wills 


: a _ is more often than not a synonym for the СЕО (the manager). 





What a divorce from ownership and management essentially means is that if the son of a business family 
.. member wants to pursue his passion and apparent aptitude for, say, the 50-km walk, he should go ahead and do 
... 50, assured that the business (and the shareholding) passed down to him is safe—in the hands of a professional 
CEO, As Pallavi Jha, Chairman and Managing Director, Walchand Capital, points out: “If a family member is less 
equipped to run a business, he should have the courage to stay away." The lesson for the Indian business family 
from the recent messy conflicts for assets and power—which overnight cause irreparable damage to relationships 
nurtured over decades—is clear: Build an institution that doesn’t need your surname to grow. Do that, and your 
shareholders (including your sons and daughters) won’t forget you in a hurry. 

BRIAN CARVALHO 
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Let the new Nokia 6260 give you an exciting new spin at work and at play. Match your 
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30303838" Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty is applicable only for 
YUNIG са phones imported by Nokia India Pvt. Ltd. #For assistance on Nokia ucts and services, call Nokia Care. Add STD code when dialling from a GSM connection 
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Government Spending 


Razor's Edge 


N AN IDEAL SITUATION, THE GOVERNMENT OF A 
| pide economy (and India can well qualify as 
one) has little cause for worry on the financial 
front. As the economy grows, companies will post 
higher revenues and earnings, individuals will earn 
more, and, by extension, buy more, and foreign 
trade, in terms of both imports and exports, will 
zoom. Ergo, the government can simply sit back 
and count its money: increased income tax collec- 
tions from corporates and individuals, and higher 
revenues from import and excise duties. And much 
of the money can be ploughed back into develop- 
mental projects targeted at the under-privileged. 
Utopia, here we come. 


Government Expenditure 


E Apr-Sep. Арг.-Ѕер Growth 
Taxes 2004-05 2004 2003 Growth — (25) 


1,09,199 36622 33,704 2918 9 
54,250 25,205 23,183 2,022 





















3,17,733 1,12,843 94,351 18,492 


Figures in Rs crore unless otherwise mentioned 
Source: Mid-year Review, Govt. of india 





BE: Budget Estimate 


Unfortunately, reality is different, as the 
numbers presented in the government’s Mid- 
year Review would suggest. The revenue deficit, 
according to estimates, should have been less 
than Rs 35,000 crore for the first six months of 
2004-05; instead, it stands at Rs 59,591 crore. 
The culprit: poor tax collection (after all, if 
imports grow by 34 per cent in a certain period 
of time, there is nothing that can explain how 
revenues from import duties grew only 9 per 
cent). With the government’s poor-friendly face 
likely to result in significant expenditure in the 
coming months, the trend doesn’t bode well. 

ASHISH GUPTA 
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Healthcare 


Point Of Inflection? 





VHHIW NVATA 





Fast forward: They’re preparing for the boom 


Ha HAS BEEN THE NEXT BIG THING FOR SO 
long that this writer is hesitant to say things will 
come together for the sector in 2005. Yet, that's exactly 
what CEOS of healthcare companies are predicting. 
Shivender M. Singh, Joint Managing Director, Fortis 
Healthcare, which runs hospitals in Mohali and in 
and around Delhi, claims 2005 will be *an action- 
packed year" for the $17-billion (Rs 74,800-crore) 
Indian healthcare industry, that according to a cii- 
McKinsey report will grow at the rate of 13 per cent a 
year for the next five years. Singh's claim is based on his 
belief that "the sunrise sector will see new ventures and 
people". That's an opinion echoed by Analjit Singh, 
Chairman, Max India, which runs five clinics in Delhi 
alone. “2005 will flag the entry and advent of compe- 
tition in the healthcare space." The activity in the sec- 
tor will be spurred by a demand for organised health- 
care services, in one part a function of rising incomes, 
and in another the demise of the family-GP system 
prevalent in the country. The growing maturity of 
the industry is evident in the fact that the Confederation 
of Indian Industry's Indian Healthcare Federation 
(IHCF) is working on uniform minimum optimum stan- 
dards for hospitals, and that rating agencies ICRA and 
CRISIL offer healthcare audits as part of their services. 
Actually, 2005 could well be it. 

SUPRIYA SHRINATE 
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WHAT'S THE PROBLEM? 
DROPPING A CALL 
MEANS DROPPING 

A SALE." 


Whatever the size of your company, there's a 
universal truth to business: when customers 
call, they expect someone to answer. And for 
that you have to create a more collaborative 
and responsive workforce. By converging 
your voice and data networks you'll have far 
more reliable, secure and cost-effective 
system for handling calls no matter how many 
clients you have. That's why we created 
Solutions for Growing Businesses. 


This is an entirely new Jine of tools and 
support for Small and Medium Business. We 
took a fresh look at everything. Equipment. 
Applications. Support. We designed it all to be 
easier to understand, easier to implement and 
most of all, easier to deliver new savings and 
new growth for your business. 


For more information and special offers, 
call 1600-22-1777 or visit cisco.com/in/smbclass 
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Ю infrastructure 


Land Ho! 


Nation building? Not yet, but we're getting there 


I IS EVIDENT FROM NUMBERS LAID OUT IN THE 
government's Mid-year Review that the infra- 
structure sector is on a roll. An impressive 56 per cent 
of the 5,846-km Golden Quadrilateral is complete; 
the quantum of goods carried by rail and handled at 
various ports grew 6.9 per cent and 9.8 per cent 
respectively between April and September 2004 as 
compared to the previous year; and in the same 
period, electricity generation increased by 7.8 per 
cent and the shortage of power came down from 6.9 
per cent to 6 per cent. 

In the next 10 years, the government has planned 
infrastructure investments to the tune of Rs 20,00,000 
crore; more importantly, it is focussing its efforts on 
creating an enabling regulatory environment. “Across 
infrastructure, we will witness predictability and 
certainty in policy, and that's what investors love," 
says Jayesh Desai, Director, Transaction Advisory 
Services, Ernst & Young India. The man is right: 
the Power Appellate Tribunal will be instituted in 
2005, though there is still a question mark on the 
announcement of a National Power & Tariff Policy as 
envisaged in The Electricity Act. The Delhi, Bangalore 
and Hyderabad airport projects will see some action. 
As will urban infrastructure, integrated townships and 
special economic zones, with close to $1-billion 
equity investments expected to pour in 2005. 

SHAILESH DOBHAL 
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Kids 
Prime Target 


HAT NEARLY A THIRD OF THE COUNTRY’S | 
is under the age of 14 years is not lo 
keters. At last count, there were seven 
channels for kids. And marketers across cat 
busy catering (or trying to cater) to the org: 
ket (across categories) for infants to 
(0-12), estimated in excess of Rs 7,500 ci 
For big businesses such as ITC, Сог 
Reebok, Lee and Hindustan Lever, che 
this kid market means entry into a hig 
area. Play-school franchisees such as | 
and Kangaroo Kids are mushroomin; 
India. And advertising for coaching and 
classes accounts for a chunk of the Rs 4, 
print advertising market. 
Yet, in one sense, the market is still | 
explored. If there is room for seven kids' 
how does one explain the complete a 
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ll be a mystery to us. But not the workings of industry and business. 
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e field of telecommunications and you have an organisation uniquely 
equipped to deliver breakthrough business communication solutions. 


ertise is our vast experience. We know the challenges and the needs 
usinesses simply because we've provided real time telecom solutions 
clients across industries, And backed them with comprehensive SLAs. 


1 various industry groups and we have a specialised team catering to 
mall and medium businesses. So you can be sure of a communication 
solution that is tailor-made for your business. 


er that understands your language, call our business representatives at 
3usiness Unit today at +9] 22 56644000 or log on to our website 
at www.tataindicomebu.com 
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children’s films in India, especially when 10-15 per cent of 
Hollywood's output every year is targeted largely at kids. Even in 
apparel, there is no strong national school-uniform brand. 
India’s young demographic profile is its global calling card, 
yet the country seems oblivious to it. India knows that a much 
bigger outsourcing and onshore service opportunity awaits it, not 
just in areas of software and technology, but in nursing, account- 
ancy and the like. Yet, the country continues to produce assembly- 
line 10-plus-two-plus-three graduates, who, by default, are fuelling 
today's BPOs. With India's cost advantage eroding fast, isn't it time 
we retool our education and professional institutes to remain rele- 
vant in a fast ageing world? 
SHAILESH DOBHAL 


8 уе n 
An Ode To Consumerism 





You see children: Marketers see customers 
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More, Not Less 








is the festive season, so for results better or worse, 
A We'll take the plunge, and tell this tale in verse. 
` Austerity be damned, said Mrs. Bharat in 2004, we'll 
Be it a Sony 29 incher, Boss, Dior, Louis Vuitton or 
Vertu. 
Cars, apartments, holidays and phones; she just can’t 
have enough of them, 
Forcing more than one manager to say, “Our Indian 
customer; she’s a gem.” 
The banks, they're laughing too, for much of the 
spending is fuelled by debt, 
Now issuing cards in schools, praying tis a consump- 
tion habit will set. 
That, we expect to see happen in Two Thousand And 
Fi 


ive, 
Unless the Sensex, that blithe index, should take a dive. 
; KUSHAN МІТКА 


A THE NUMBERS WOULD INDICATE, M&A ACTIVITY 
involving Indian companies is on an upward 
curve. In 2003, India Inc. was involved in $4.5 billion 
(Rs 19,800 crore) worth of M&As; in 2004, this 
number touched $7.5 billion (Rs 33,000 crore). And 
almost everyone in the investment banking business 
expects things to be better in 2005. “M&A activity 
will continue in a much bigger way," says Vedika 
Bhandarkar, Managing Director and Head (Investment 
Banking), JP? Morgan India. As the economy continues 
to boom and companies use up their capacity, adds S. 
Sriniwasan, Executive Director, Kotak Investment 
Banking, "there could be capital investment or con- 
solidation in an effort to build size and improve effici- 
encies". And it won't just be big companies doing 
the shopping, in India and overseas. Mid-sized firms 
could look for global buys too, says Bhandarkar, with 
“larger interest from financial sponsors that have the 
capability to play a lead role in large deals”. 


ROSHNI JAYAKAR 





JANUARY 16 2005 BUSINESS TODAY 25 


— 2005 








їн 
S78 


Trends 


Л North South Divide 


Sexy South 


HERE EXISTS A DIVIDE BETWEEN THE NORTHERN AND THE 

southern states of the country and in 2005, and in 
years ahead, it will only get wider. Any broad categori- 
sation of the northern states would include Bihar, 
Rajasthan, Madhya Pradesh and Uttar Pradesh. Similarly, 
any categorisation of southern states will include Andhra 
Pradesh, Kerala, Karnataka and Tamil Nadu. It is to 
this broad categorisation that ВТ has added Gujarat (to the 
North) and Maharashtra (to the South). 

The northern states are clearly laggards in terms of 
economic as well as social indicators. *If the northern 
states are lagging behind their southern counterparts in 
agriculture, then it is because they are still using tradi- 
tional methods of cultivation," says Laveesh Bhandari, 
Chief Economist, Indicus Analytics. And while the 
northern states may boast bigger markets in terms of size, 
they essentially revolve around low-value products; in 
contrast, the southern states have become a thriving mar- 
ket for premium products. 

However, it is in the go-go sectors of rr and rr-enabled 
services that the southern states are far ahead of their 
northern peers. “Seventy five to 80 per cent of the total 
exports of IT, ITES and BPO comes from the southern 
states," explains Sunil Mehta, Vice President, NASSCOM, 
India's national association of software companies. Given 
the South’s better social and economic indicators (see South 
Is Supreme), that is likely to continue for time to come. 

ASHISH GUPTA 


South Is Supreme 


Per capita income vt 
E 59.28 =. 7394. 
a O | n12657 
no] uM m TARE 


States included in North: Gujarat, Uttar Pradesh, Madhya Pradesh, 
Rajasthan and Bihar 


States included in South: Maharashtra, Andhra Pradesh, Kerala, Karnataka 
and Tamil Nadu 


Source: State of the States by economists Bibek Debroy and Laveesh Bhandari 





[ Offshoring 


Bangalored! 


E 2004 THE HOT-BUTTON ISSUE WAS OFFSHORING. 
Us Presidential candidate John Kerry (thank 
God, he lost!) described companies offshoring jobs 
as Benedict Arnolds. And a new word, Bangalored, 
as in ‘My job was Bangalored', entered the pop- 
ular lexicon. Still, India's national association of 
software companies, NASSCOM, estimates that 
some $12.5 billion (Rs 55,000 crore) worth of 
work (in the rr and rr-enabled services space) 
was offshored to India in 2004. In 2005, the 





Infosys' N. Nilekani and Satyam's R. Raju: Big four 


number is expected to be even higher, at around 
$16.3 billion (Rs 71,720 crore). And much of 
the growth will happen in an environment that 
is far less jingoistic and far more conducive to 
business in general. There's no longer any doubt 
that offshoring adds value. However, India 
now has to deal with the competitive reality of 
other countries such as China, the Philippines 
and Vietnam catching up with it. 
VENKATESHA BABU 





REFRESHING AGENDA 


or ?; 

5 Т? Forget long drawn out meetings where nothing ever happens. Here, nature will open up pathbreakin, 
RA perspectives. Innovative viewpoints Refreshing ideas. And reinforce team spirit. So be it onvent 
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О Pharma 


Year Of Reckoning 


pe. WILL REMAIN AN INDIAN SUCCESS STORY IN 
2005. Yet, in many ways, the year is a veritable 
minefield for companies. *The year 2005 comes with 
many uncertainties," says S.V. Veerramani, Vice 
President, Indian Drug Manufacturer's Association. 
Uncertainties not from the perspective of the radical 
changes the sector is set to see in 2005, but from 
that of the impact of these on the Indian pharmaceu- 
tical industry. First, the changes. India makes its transi- 
tion to a product patent regime this year. That means 
products related to patent applications submitted or 
granted after January 1, 1995, cannot be reverse 
engineered (in one move, a great revenue generating 
opportunity has just been closed to Indian pharma com- 
panies, the bulk of them small- and mid-sized units). 
Then, there is the fact that 2005 will see the govern- 
ment change guidelines related to good management 
practices (GMP), something that could mean the end of 
the road for small pharmaceutical units that may not 
be able to make the investments required to adhere to 
GMP. The industry is also worried about the mailbox 
provision. Under Trips (trade-related aspects of 
intellectual property rights), it became necessary for 
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нео Leap Dom ы 







pay a higher valuation for stocks (such as 
HDEC) that are ranked high in terms of 
te governance, veg Holland, 





uper Menit 1. So there! 


| NARENDRA NATHAN 
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Miracle cure: Pity there can't be one for Y2K+5 blues 


countries that did not have a product patent regime on 
January 1, 1995, to provide for a mailbox, essen- 
tially a mechanism for accepting patent applications till 
a product patent regime came into force, apply fair 
rights of priority, and offer exclusive marketing rights. 
That could well mean that once the mailbox is opened, 
a company is granted patent protection for 20 years in 
India, despite the same patent having expired in the 
original country of filing. 

E. KUMAR SHARMA 


G] Retail [o i 
d tes BIG QUESTION ABOUT RETAIL IN / 

2005 is whether or not the govern- ў 
ment will allow 26 per cent foreign / ah 
indications are that it wants to. Not / А... * 
that it matters. Organised retail will c 
continue to boom in 2005, although 
Technopak estimates that 2006 will mark the point of 
inflection when modern retail formats shall begin to 
make a very significant impact not only in the metro 


direct investment (FDI) in retail. The 
Arvind Singhal, CEO of retail consultancy KSA 
towns, but other top 20-30 cities. 
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ensured by its 
uninterrupted power supply. 
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who put their trust into IT. 
Who ensures their trust 


is fulfilled? 
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Polaris Software, Gurgaon 
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Trends 


Stock Market 


Shine On 


TE SENSEX HIT ITS ALL-TIME HIGH IN DECEMBER 2004 AND 
everyone is now looking at 2005 with hope, rather than trepida- 
tion. It isn't just momentum that lies behind these hopes; it is funda- 
mentals. *We expect the economy to grow by between 7 per cent and 
7.5 per cent in 2005-06," says Andrew Holland of psp Merrill Lynch 
referring to one fundamental. “The earnings of the Nifty (companies 
making up the National Stock Exchange's index) companies will 
grow 16-17 per cent in 2005-06 from a high base in 2004-05," says 
Kotak Securities’ Amitabh Chakraborty, referring to another. “With 
massive fund flow continuing, interest rates will remain at the current 
level for some more time,” adds Motilal Oswal’s Raamdeo Agrawal, 
referring to still another. The quick and dirty consensus: the gold rush 
(to India) by foreign portfolio investors will continue in 2005; the 
Sensex could end the year between 7,000 and 8,000; and sectors such 
as fast-moving consumer goods, hospitality, cement and power should 
do well. That is, if nothing goes wrong. 





NARENDRA NATHAN 


Unions 


Red Planet 


HE REDS ARE TURNING CORPORATE! THE 
Centre for Indian Trade Unions (CITU), 
the trade union wing of the Communist 
Party of India, Marxist is actually setting 
up three institutes “to train working class 
leaders on the role of trade unions in the 
present era". So, are B-schools about to 
face some blue-collar competition? 
Unlikely, but it does point to the winds 
of change blowing over the Red establish- 
ment in India. "Strikes are a weapon of last 
resort," says Shyamal Chakraborty, 
National Vice President of crru. *Workers 
are as much a stakeholder in the produc- 
tion process as managements,” says Sanjiv 
Goenka, Vice Chairman of RPG Enterprises 
With shrill rhetoric giving way to rea- 
soned arguments 2005 looks good. 
ARNAB MITRA 
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Strike? Naah, field trip 
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Textiles 


Northbound 


HE QUOTA REGIME (IT DICTATES 

how much of a certain type of 
textileygarments country A can export to 
country B) would have turned 41 
sometime in 2005. Only, it expired 
on January 1. If India isn't cheering, it 
is because the end of quotas is at once 
both an opportunity and a challenge. 
*One needs to take stock of the chal- 
lenges," says S.P. Oswal, Chairman, 
Vardhaman Group. 

The opportunity is evident enough, 
but to fully leverage it, India Inc. will 
have to invest in the sector. In 2004, 
investments in the Indian textile in- 
dustry added up to less than $1 billion 
(Rs 4,400 crore); the corresponding fig- 
ure in China was in excess of $10 
billion (Rs 44,000 crore). Expectedly, 
the latter boasts a 25 per cent share of 
the global $340-billion (Rs 14,96,000- 
crore) trade in textiles as compared 
to India's 3 per cent. Darshan Mehta, 
President, Arvind Brands, agrees with 
Oswal and cautions against any false 
hopes of *overnight relationships with 
key buyers". Despite this kill-joy 
conservatism, however, take our word 
for it: 2005 will be a good year for 
the industry. 

SUPRIYA SHRINATE 


Will she smile in 2005? Yes, no, maybe,,, 
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YOU'RE A TREASURY MANAGER TODAY. 
AS A CHILD, WHAT WAS YOUR FAVOURITE BOARD GAME? 





[C] A. Chinese Checkers 
[] В. Snakes and Ladders 
ш Мопоро!у 
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—2005 


Venture Capital 


A Private Party 





ICICI’s Ramnath: 


Celebration time 


Rc YEAR, 2004, IS 
one venture capital 
firms and private equity 
players (actually, more 
the latter than the for- 
mer) will not forget in a 
hurry. As Ashish Dha- 
wan, Senior MD, Chrys- 
Capital puts it: “We not 
only emerged as an 
important asset class, 
but also proved that as 
an industry, (we are) 
perfectly competent to 
stand on our own." The 
celebrations, it would 
seem, are set to continue 
this year. *The numbers 
are expected to grow 
multifold," says Renuka 


Ramnath, MD & CEO, ICICI Venture. “A pipeline of $2 
billion-$3 billion (Rs 8,800-Rs 13,200 crore; venture 
capital and private equity deals in 2004 totted up to 
around $1 billion, Rs 4,400 crore) and over the 
next 18 months is well within reach.” 

However, it’s neither the size of the deals, nor 
their diversity that points to the coming of age of pri- 
vate equity. “A large chunk of growth capital is 
needed by mid-cap companies specially in segments 
like auto components, R&D and life sciences, and pri- 
vate equity is ideal,” says Pravin Gandhi, Director, 
Infinity Technology Investments. 
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Wheels 


Four Wheels Better 





He sees more wheels in the future: So do we 


№ TOO MANY COUNTRIES BOAST PASSENGER CAR 
markets that account for over 1 million units in 
sales every year. After 2004 (Indian car companies 
sold an estimated 1.03 million cars in that year), 
India does. The number, thanks to rising salaries and 
aggressive financing by banks and financial services 
companies, is certain to increase in 2005 too. And 
leveraging the booming domestic market, more 
auto component firms will acquire the scale, effi- 
ciencies and cost structures required to compete 
on the global stage, a trend that has been evident for 
the past few years. However, it will take something 
like Ratan Tata’s dream Rs 1-lakh car project to re- 
ally take the market to the next level. Two wheels 
good. Four wheels better. 

NITYA VARADARAJAN 








Everything on the Indian business front. 
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XXX Stuff 


The Wrong End 


HIS WRITER WOULD LIKE TO BEGIN WITH A PROTEST. BACK WHEN HE WAS IN HIGH 

school and college, when a full-blooded young man boasted to his friends that 
he had 'scored', he would be met with derisive prove-it smirks. The young 
protagonist of the MMs scandal playing itself out in Delhi and, by extension, 
India (no, we're not going to tell you what the MMs is about; this is a ‘family’ mag- 
azine) was able to record his deeds on phone, a recording that one of the recipients 
eventually transferred to a computer, then a disk... and you know the rest. 

In a uniquely Indian way, the debate since has turned to morality or the lack of it among 
the young, parenting, and the pernicious influence of technology. There’s been no talk of 
regulating pornography, which is probably one of the biggest industries in India. Thriving porn magazine publishing 
businesses exist in every Indian language. DVDs and VCDs of the latest Vivid (that a large American porn studio) relea- 
ses and home-made pornographic motion pics are freely available in every city in the country. But no, here in India 
we will arrest the CEO of a web site where a seller had posted ads for the MMs-disc and the boy himself, but leave 
the larger issue untouched. Look at it this way: an excise of 12 per cent on pornographic books and movies could 
fetch the government a few thousand crores in revenue every year. And that’s a conservative estimate. Will we see 
that in 2005? Unlikely, but we will definitely see more porn and talk more of it. 













KUSHAN MITRA 





Zealots 


The Right To Protest 


T WAS A SMALL NEWS I Г IS A TRUTH UNIVERSALLY ACKNOWLEDGED THAT A 





item tucked away in young democracy in possession of a reform- 

one of the inside pages inclined leader must be in want of its share of 

of the national dailies that protesters. India, circa 2005, will have enough. 

could well have escaped The product patent regime has come into effect on 

the attention of most January 1; the government at the Centre and vari- 

readers, but had great ous state governments are expected to initiate the 

national significance. The process of privatising water management this year; 

news: Sino-India trade and the government may have no option but to 

had already crossed the start work on the various agriculture-related reforms 

$10-billion (Rs 44,000- it will have to effect, courtesy the World Trade 

Sino-India trade: Going strong crore) mark in the first Organisation. The end result is a year that will 

i AM, ٤ 10 months of 2004, and provide enough opportunities to be seen and heard 

. India was enjoying a positive balance of trade position to protesters of all hues: communists, liberal-radi- 

with the Asian behemoth. In effect, India Inc. has cals, environmentalists, non-governmental organi- 

learnt to cope with what was once concerned the yel- sations and free-market opponents. Protest is good; 

low peril. The trend will only intensify in 2005. it is our democratic right; and nothing makes as 
ASHISH GUPTA good copy as a down-and-dirty fight! 


SUPRIYA SHRINATE 
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The En 
As We 


History will remember 
2004 as the year when 


it all came to pass. 


BY SANJOY NARAYAN AND 
R. SUKUMAR 


ELIANCE INDUSTRIES (RIL) 

will be around 10, 20, 

maybe a 100 years 

from now. As will Rel- 

iance Infocomm and 
Reliance Energy, or whatever names 
the three companies go by then. 
Irrespective of ownership, there’s a 
good chance that the Reliance com- 
panies constitute the largest busi- 
ness empire in this country then, so 
this article will refrain from travelling 
down the path taken by others that 
shrilly insist that the all-too-public 
fight between the Brothers Ambani 
is not good for business. 

It is far from that. A vertical 
split of the refining, petrochemical 
and petroleum-retailing businesses 
could render any or all of the three 
uncompetitive, and will, ergo, not 
be preferred by either of the bro- 
thers; even a court-battle is unlikely 
to result in that. A convenient divi- 
sion that sees Reliance Energy going 
to one brother and the gas busi- 
ness to another could hurt the for- 
mer’s prospects; then, Reliance 
Energy is a very small part (2.82 
per cent in terms of enterprise value 
and 3.59 per cent of revenues) of a 
whole that, in terms of revenues, 
accounts for 3.5 per cent of India’s 
gross domestic product (GDP). 

Actually, the fight that is being 
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played out through the media— 
either brother has yet to take legal 
recourse—is good for business, 
that is, companies other than 
Reliance and the business envi- 
ronment in general. 

It is good for other companies 
because Reliance’s famed lobbying 
power is certain to diminish 
whichever way the current war of 
attrition ends. Recent revelations 
about Reliance Industries’ invest- 
ments in subsidiary companies and 
the way a privately-held company, 
which is a subsidiary of a publicly- 
listed one, arbitrarily awarded one 
of its promoters with sweat equity (a 


ance 


move that has since been annulled, 
probably because it received so 
much play), have thus far been igno- 
red by the Department of Company 
Affairs and the Securities and Exch- 
ange Board of India (SEBI), but will 
surely provoke a delayed reaction 
(hint: a public interest litigation, 
PIL, by a shareholder in RIL would be 
all that is required). Already, the 
buzz in Delhi goes, politicians and 
bureaucrats are striving to distance 
themselves from Reliance. And there 
is more to industry today—think 
tech trio TCS, Infosys and Wipro, 
pharma hothouses Ranbaxy, Dr. 
Reddy's and Cipla, a resurgent Tata 










Group, a globalising Aditya Birla 
_ Group, telco Bharti Tele-Ventures, 
universal bank icici Bank—than 


the role of independent directors, 


the investments of a publicly-listed ` 


company in its unlisted subsidiaries, 

and the use of a web of investment 
-companies by promoting families 
` to hold and control their stakes in 
companies. The last is not as inno- 
cuous as it sounds. Indian stock 
markets mandate that companies 
only need to disclose the holdings of 
those entities allied to the promoters 
«that hold a stake in excess of 1 per 


Uu. . cent in them. A family that has a 


few hundred investment compa- 
nies that hold a stake less than 1 per 
cent in any of their companies can 
use them to buy and sell shares in 
: the same companies, leveraging insi- 
der information to good effect. 

And, it is good for business in 
general, because this spat and the 
revelations about the way Reliance 
operates that have already been 
made (why, for instance, should 
the company not disclose the fact 
that an entity bid for, and acquired, 
a substantial numberof shares in 
ONGC, until news of the holding is 
leaked to the press?) will force 
everyone, including this magazine, 
to get tough with business. Indeed, 
most of the announcements made 
by Reliance after its December 27 
board meeting are in the nature of 
explanations for its activities; made 
proactively they would have con- 
stituted good governance practices; 
coming as they do now, they look 
like excuses. 


until the mid-1990s, 

| fReliance:bashing was. con- 
J sidered an honourable occu- 
pation among Indian journalists. 
To be sure, Reliance provided 
- enough opportunity to be bashed by 
the press. Long before corporate 
-governance (or misgovernance) 


just Reliance and the public sector. - 
~~ It is good for business in general _ 
because it raises questions about . 














Reliance and th 
Ambanis came to 
be feared 
and seemed 
to be fearless 


became a fashionable phrase, 
Reliance was accused of all manner 
of irregularities and corporate mis- 
conduct in its operations, ranging 
from charges of raising funds from 
the public twice for the same project 
to duplication of its own share certi- 
ficates. In the pre-liberalisation era, 
there was more: Reliance was accu- 
sed of unfairly influencing India's 
trade and industry policies to benefit 
itself and hinder its rivals. Of course, 
all companies lobby to do just that, 
but Reliance's size and clout made it 
different. Over the decades, Reliance 
and the Ambanis came to be feared 
and seemed to be fearless. The com- 
pany could get away with anything. 
Dhirubhai Ambani's celebrated fight 
with Bombay Dyeing's Nusli Wadia, 
which raged all through the 1980s, 
also happened to include allega- 
tions of an attempt to murder! And 
although the media—at least 
through the 1980s and till the mid- 
1990s—seized every opportunity 
to focus on this noir side of the 
Ambanis, invariably the trail would 
run cold sooner than later. No mat- 
ter how big or serious the allegation 
against the Ambanis, the charges 
never stuck and things eventually 
rebounded back to normal. 

All the while, the group grew. In 
the post-liberalisation years, the 
charges of misconduct against 
Reliance too dropped in number. 
With less government red tape and 
controls to deal with, that was per- 
haps natural. 





After liberalisation, the nature 
of business journalism also changed. 
Attribute it to western influences if 
you will, but suddenly the Indian 
industrialist, entrepreneur or chief 
executive officer (СЕО) was a (rock) 
to be adulated and admired. 
ports and articles about CEOs bec- 
ne nearly hagiographical in nature, 
th all their warts and shortcomings 
d over, Little or no attempt 
fas made to investigate corporate 
misgovernance at companies and 
groups, including Reliance, 
Sometimes, this was because of cyni- 
cism born of the opinion that Big 
Business could get away with mur- 
der..At other times, it was the sheer 
opaqueness of the way in which 
Indian companies (including 
Reliance) were structured. Very lit- 









tle information was available ini theo. 


public domain and even stock. 
exchanges and corporate regulators 
had to go by information that the 
companies themselves provided. 
Sometimes it was just convenient 
not to do otherwise. Legions of 
equity analysts and investment banks 
have “researched” the Reliance 
group. But how is it that no one 
has tried to investigate how the 
Ambanis have controlled their share- 
holding in Reliance Industries? Why 
is it that it is only now, after the 
brothers have fallen out and infor- 
mation is being selectively leaked, 
that we know about a maze of hund- 
reds of companies that form the ar- 
chitecture of ownership of Reliance? 
In the months to come, edi- 
tors, regulators, analysts, bankers, 
consultants and policy-makers will 
mull over these questions. They 
may do something (digitising all 
information in the various Registrar 
of Companies, Roc, offices spread 
across the country and making it 
available online to anyone for a 
small fee could be one of things 
they could consider). Or they may 
choose not to. Either way, this, 
ladies and gentlemen, is the end 
of Reliance as we know it. 
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Group, a globalising Aditya Birla 
_ Group, telco Bharti Tele-Ventures, 
universal bank icici Bank—than 


the role of independent directors, 


the investments of a publicly-listed ` 


company in its unlisted subsidiaries, 

and the use of a web of investment 
-companies by promoting families 
` to hold and control their stakes in 
companies. The last is not as inno- 
cuous as it sounds. Indian stock 
markets mandate that companies 
only need to disclose the holdings of 
those entities allied to the promoters 
«that hold a stake in excess of 1 per 


Uu. . cent in them. A family that has a 


few hundred investment compa- 
nies that hold a stake less than 1 per 
cent in any of their companies can 
use them to buy and sell shares in 
: the same companies, leveraging insi- 
der information to good effect. 

And, it is good for business in 
general, because this spat and the 
revelations about the way Reliance 
operates that have already been 
made (why, for instance, should 
the company not disclose the fact 
that an entity bid for, and acquired, 
a substantial numberof shares in 
ONGC, until news of the holding is 
leaked to the press?) will force 
everyone, including this magazine, 
to get tough with business. Indeed, 
most of the announcements made 
by Reliance after its December 27 
board meeting are in the nature of 
explanations for its activities; made 
proactively they would have con- 
stituted good governance practices; 
coming as they do now, they look 
like excuses. 
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To be sure, Reliance provided 
- enough opportunity to be bashed by 
the press. Long before corporate 
-governance (or misgovernance) 


just Reliance and the public sector. - 
-' It is good for business in general _ 
because it raises questions about . 














Reliance and th 
Ambanis came to 
be feared 
and seemed 
to be fearless 


became a fashionable phrase, 
Reliance was accused of all manner 
of irregularities and corporate mis- 
conduct in its operations, ranging 
from charges of raising funds from 
the public twice for the same project 
to duplication of its own share certi- 
ficates. In the pre-liberalisation era, 
there was more: Reliance was accu- 
sed of unfairly influencing India's 
trade and industry policies to benefit 
itself and hinder its rivals. Of course, 
all companies lobby to do just that, 
but Reliance's size and clout made it 
different. Over the decades, Reliance 
and the Ambanis came to be feared 
and seemed to be fearless. The com- 
pany could get away with anything. 
Dhirubhai Ambani's celebrated fight 
with Bombay Dyeing's Nusli Wadia, 
which raged all through the 1980s, 
also happened to include allega- 
tions of an attempt to murder! And 
although the media—at least 
through the 1980s and till the mid- 
1990s—seized every opportunity 
to focus on this noir side of the 
Ambanis, invariably the trail would 
run cold sooner than later. No mat- 
ter how big or serious the allegation 
against the Ambanis, the charges 
never stuck and things eventually 
rebounded back to normal. 

All the while, the group grew. In 
the post-liberalisation years, the 
charges of misconduct against 
Reliance too dropped in number. 
With less government red tape and 
controls to deal with, that was per- 
haps natural. 





After liberalisation, the nature 
of business journalism also changed. 
Attribute it to western influences if 
you will, but suddenly the Indian 
industrialist, entrepreneur or chief 
executive officer (СЕО) was a (rock) 
to be adulated and admired. 
ports and articles about CEOs bec- 
ne nearly hagiographical in nature, 
th all their warts and shortcomings 
d over, Little or no attempt 
fas made to investigate corporate 
misgovernance at companies and 
groups, including Reliance, 
Sometimes, this was because of cyni- 
cism born of the opinion that Big 
Business could get away with mur- 
der..At other times, it was the sheer 
opaqueness of the way in which 
Indian companies (including 
Reliance) were structured. Very lit- 









tle information was available ini theo. 


public domain and even stock. 
exchanges and corporate regulators 
had to go by information that the 
companies themselves provided. 
Sometimes it was just convenient 
not to do otherwise. Legions of 
equity analysts and investment banks 
have “researched” the Reliance 
group. But how is it that no one 
has tried to investigate how the 
Ambanis have controlled their share- 
holding in Reliance Industries? Why 
is it that it is only now, after the 
brothers have fallen out and infor- 
mation is being selectively leaked, 
that we know about a maze of hund- 
reds of companies that form the ar- 
chitecture of ownership of Reliance? 
In the months to come, edi- 
tors, regulators, analysts, bankers, 
consultants and policy-makers will 
mull over these questions. They 
may do something (digitising all 
information in the various Registrar 
of Companies, Roc, offices spread 
across the country and making it 
available online to anyone for a 
small fee could be one of things 
they could consider). Or they may 
choose not to. Either way, this, 
ladies and gentlemen, is the end 
of Reliance as we know it. 
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25 CEOs and Thought Leaders on India in the year 2020 


By MUKESH АМВАМІ. 


Chairman and Managing Director/ Reliance Industries Limited 





ARE IN A WORLD OF. CONVERGENCE BROUGHT: ABOUT. NOT : 
just by technology, but also by the process of g globalisation, by the 
sharing of information and by the fusion of knowledge domains. 
The manifestations of convergence therefore go beyond the confines of products. to people, 
practices, ideas and even ideologies. 
Globalisation-led convergence promotes collaborations, ‘nfermateaded convergence 
enables connectivity, technology-led convergence stimulates creativity and knowledge- 


led convergence builds competencies. 






sure to increase efficiency and productivity is forcing companies to collaborate like 

never before. In manufacturing, different components of the production process are 
being located in different places of competitive advantage. In research, an explosion of know- 
ledge and greater specialisation is forcing science-based collaboration. In business, a move to 
standardise common business processes is improving efficiency and productivity. In new inr. 
tiatives, increasing risks are entailing strategic alliances for risk mitigation. t 










Gren is inducing greater collaboration and convergence across borders. The pres- - 
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The ubiquity of global communications is forging 
new communities bonded by common, goals and 
"interests, The concept of the nation state is slowly get- 
` ting obscure, with bilateral and multilateral trading 
~ blocs, greater migration of professionals across borders 
and i increasing acceptance of dual citizenship. Greater 
global scrutiny is questioning the concept of sovereignty 
аѕ а right to do whatever a government likes to do 
within its borders. 


|. and dramatic manifestation of convergence to 
create new ways of living. 

- Genomics, molecular biology and bioinformatics are 
converging in nutritional genomics to create smart 
foods. An understanding of how genes, proteins and 
nutrients interact at the cell level is helping determine 
- which types of foods cause what kinds of diseases in 
order to prevent them with altered diets and lifestyles. 

Embedded sensors and optic communications are 
coming together to create smart shirts. Undershirts 
made with conventional textile material, but embed- 





ded with optic fibres апа sensors connected to a © 
wearable data transmitter, and linked wirelessly to : 


any receiving device, can help monitor body functions 


on a.real-time remote basis or be used in médical 


and military applications. . 


Networking and automation technologies are uni- - 
ting to create smart homes. Semiconductors and sen- , 


sors connected to household devices can help us talk 


to our refrigerators, program microwaves, control — 


washing machines, alter lighting and air-conditioning 
systems, and see who.is knocking at the door—all from 
our cell phones—remotely and while on the move; 


Mobile phones are integrating with other devices . . 


` to enable smart working—global positioning systems 
to pinpoint a person's location, cameras to enable 


г remote observation of a person's environs, sensors to ` 
. enable remote monitoring of a person's body functions, j 
- and electronic pens to capture and convey a person's . 


' written word. 


Materials science is intersecting with information. 


technology represents, by far, the most tangible 


and communication technologies to create smart 
products ranging from electronic Piper t to the 
electronic pen. 


. communications is leading to an information-led 
convergence. The internet is getting to be more 

about connecting people to people than connecting 
people to portals and web sites. It is taking the form of 


T he coming together of the internet and wireless 


a network of identities and relationships that transcend ~ 
' corporate or national affiliations. 


At one plane, the creation of new communities is 
coming about by associations of shared interests and 
goals, brought together in the virtual world. At another 
plane, new social networking software are coming 


into vogue, which are mining web traffic and looking 


for new relationships to acquire customers. They are’ 
also helping analyse patterns of. behaviour among 
existing communities to help i improve the value of 
relationships through, for example, higher sales. Social 
networking software is also optimising the organisation 
of social interactions. This is taking the form of shared 
purchases and unified articulation of issues. 
Wireless technologies are forcing their way into 
more and more sectors. Today, wireless is used mainly ` 


` to move information. In the future, it would be used 


to promote collaboration. 


competencies. For example, the marriage of 
. Sx. digital technology with the art of illusion is ope- 


К convergence. is creating new 


‚ ning endless opportunities for the world of enter- 


tainment. So far, different forms of entertainment— 
music, radio, movies and television—were offered 
through distinct devices апа. егеп settings. Digital 
entertainment is converging them to one platform in 
the virtual world. Not only that, it is bringing the 
same platform to games, education and healthcare. This 


convergence is creating new domains such as anima- 


tion, gaming, edutainment and virtual tourism. 
In a similar vein, knowledge-led convergence is 
bringing about the опеке of several new 


Globalisation-led convergence’ pimes collaborations, information- 


creativity v oie convergence builds competencies 
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For businesses, convergence is an opportunity to enter new 


domains, improve productivity, expand collaborations, enhance 








capabilities and, above all, help transform humanity 


domains—geomatics, precision farming, molecular 
electronics, tissue informatics—to name a few. 


eliance is an enterprise driven by larger 

opportunities in the marketplace. Reliance 

Infocomm has been conceived to play on the 
convergence of information technology and commu- 
nications. It is founded on the power of information 
and communications to transform Indian society. It is 
engaged in bringing about a digital revolution-led 
convergence of information, communication, educa- 
tion and entertainment. 

The wireless platform offers Reliance an oppor- 
tunity to converge transactions in retailing, financial 
services, capital markets, entertainment, travel and a 
host of other sectors for all participants. Equally, it 
helps collaborations among people brought together 
by common goals or interests. R-School, an interactive 
platform for teachers, parents and students on the 
wireless platform, is a case in point. With the rollout 
of broadband in the ensuing future, Reliance would 
have created a new platform for collaboration among 
businesses and people. 

Reliance is working towards converging several 
energy forms—from petroleum products, natural gas, 
coal bed methane to electricity—at the consumer 
level in the form of common systems and processes. 
Eventually, this will include financial and information 
and communication services as well. 

Reliance is an enterprise known for its international 
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competitiveness. Convergence technologies are helping 
improve competitiveness by raising productivity and 
enhancing reach in manufacturing and in the supply 
chain. Global positioning based fleet management 
systems have helped better logistics management 
across all businesses. Information technology-enabled 
automation systems in the petroleum retailing business 
are helping improve customer care and gross retailing 
margins. Likewise, 3D seismic imaging has signifi- 
cantly helped improve discovery efforts in the upstream 
oil and gas business. 

Globalisation offers Reliance an opportunity to 
converge markets and collaborate across borders. The 
acquisition of Trevira in Germany, coupled with a 
relationship with DuPont, is helping converge global 
research in polyester with Reliance in India. In a simi- 
lar perspective, the acquisition of Flag Telecom is 
helping integrate information and communications 
markets overseas with the Reliance network in India. 


he impact of convergence, in diverse fields and 

settings, can be far-reaching. Convergence will 

diffuse boundaries. Convergence will enhance 
human abilities. Convergence will bring out new con- 
sumer complexities. Above all, convergence will make 
societies clever. 

For businesses, convergence is an opportunity to 
enter new domains, improve productivity, expand 
collaborations, enhance capabilities and, above all, 
help transform humanity. 
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WAS 6 AM ON A SUNNY SUNDAY IN APRIL: 2004. I. WAS TAKING MY MORNING 
walk on Santhome Beach in Chennai, enjoying the peaceful and comfortably 
chilly sea breeze before the hustle and bustle of the city set in. Lsaw a father and 

. son coming back to the shore with a big catch of fish and heading to the nearby fish market 
. that exists for two hours every morning. Seeing my Nike T-shirt and walking shoes, the 
father asked me in English: “Are you from the Us?". Surprised, I responded: “How do you 
know?”. “You look different from the people I see here and I think you are not from Tamil 
Nadu,” he said. His son, who was about 12 years old, added that I must be from North India. 
He told his dad in Tamil: “He must be a sait from Bombay,” looking at my complexion. 
Laughing at this, I told them in Tamil: “Гат from Chennai, but currently live in the us.” 
We developed a conversation and 1 found that the boy's name was Senthil and his fa- 
ther's was Sivanandam. The boy wanted to show me his improvised version of a motorboat. 
They had converted a simple catamaran into a motorboat and I was very impressed 
with this innovation. I later discovered that Senthil had taught his dad, Sivanandam, how 
to operate a PC and also surf the internet. This was amazing as neither father nor son had 
attended school beyond the third grade. However, both conversed in good English, 
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knew how to surf the internet, operated a Gps-style 
navigation system in their boat and exhibited tremen- 
dous entrepreneurial spirit. 

Sivanandam uses the GPs to locate the best coordi- 
nates to find the largest fish every morning and Senthil 
uses a cell phone to find the best price for their catch on 
the east coast of Chennai, spanning approximately 30 
miles. They use the navigation system to draw the 
shortest path to the shore, thereby reaching the shore 
when demand for their fish is at its peak. They sell the 
fish, collect cash and return back home, all before 8.30 


AM. Sivanandam’s net worth is over Rs 3 lakh and he ` 


owns à decent place. Both father and son were up-to- 
date on the happenings of the world, from the war in 
Iraq to the presidential election in the Us—feats made 
possible by the power of the Tv and the internet. 
When I asked them how they knew so much about 
everything despite not being educated, Sivanandam 
quipped: “It is fun and it is profitable." 

If making knowledge fun and profitable can help 
Sivanandam and Senthil learn so much, what is pre- 
venting us from translating this power for the rest of 
the Indian population? Why is India's primary edu- 
cation rate so low compared to most developed nati- 
ons? This is a subject I have been pondering over for 
the last several months. In order to understand how to 
achieve universal primary education, we need to 
understand why it is important. 


that we achieve President Abdul Kalam’s vis- 

ion of transforming India into a developed nation 
by 2020. It is an integral part of the recipe to ensure 
sustainable rapid growth in the economy. Ironically, 
primary education is also an area where we are eons 
behind the rest of the developed world. While most of 
the developed world enjoys primary school enrol- 
ment rates close to 90 per cent, approximately 40 per 
cent of children in India (especially girls and those from 
rural areas) never complete primary school. What is 
more distressing is that among those who do complete, 
the quality of education is so poor that many lack even 


P rimary education is a key requirement to ensure 
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fundamental reading and writing skills. _ 

There are two main reasons for the low quality of 
primary education in India. First, antiquated teaching 
methods have made learning so boring that even 
inquisitive children would lose all interest in going 
to school regularly. Secondly, in rural areas, where 
the problem is most pronounced, education is not a 
priority. High student-teacher ratios and lack of 
qualified teachers have driven parents to question the 
value of the education. They’d rather use their chil- 
dren more productively on their farms or in small- 
scale business than send them to school. 


hat can we do to overcome this situation? 
“J Any approach that we propose must provide 
an incentive to both children and their pare- 
nts to embrace primary education. Many educators and 
academics advocate an increase in government invest- 
ment to solve the problem. 1, for one, propose a more 
dramatic yet practical approach. Fun-school, as I have 
christened it, promotes learning by tapping into the lat- 
ent curiosity and playfulness that are inherent in every 
Senthil in India. And as Sivanandam said, it can also be 
profitable to those who support the programme. 
Research has clearly proved that making learning 
fun is the most effective way to teach kids. Dr. Glenn 
Doman, founder of the Institute for Development of 
Human Potential, who. has done three decades of 
research in this field, has proved that exposing children 
to interesting sources of information for brief periods 
stimulates their brain cells and creates a strong curio- 
sity and love for learning. Further, recent improve- 
ments in technology have made it possible to reach 
out to the masses in an effective and cost-efficient way 
in their own homes. This has two specific advantages. 
One, it effectively reaches children whose parents can- 
not afford to send them to school due to their utility 
as free labour. Secondly, by bringing education to 
people's doorsteps, it enables parents to clearly feel 
the positive impact of education. This might have an 
indirect effect of more parents sending their children 
to school. Therefore, Fun-school is a strategy that 


Secondly, in rural areas, education is not a priority 
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© area, The resources needed to implement Fun-school’ 





25 CEOs and Thought Leaders on India in the year 2020 


effectively solves both the obstacles to шн 
primary education mentioned earlier. 

This strategy has three main areas of need that are 
related to implementation—people, process and tech- 
nology. Let us start with technology, my favourite 


‚ from a technology perspective are a computerised visual 
device.and cps to distribute the content. The com- 


puterised device needs the following characteristics: 
a) Basic intelligence and memory; 
b) The ability to read cbs; and 
c) Controls that are easy to operate. 
A computer with this fundamental functionality can 
easily be built economically and on a large scale by 


-using re-cycled components from old and scrapped 


computer models. Not only is this approach cost- 
effective, but also environmentally friendly. cbs are the 


<<, most cost-effective mode of data storage in today's. 
© world. Further, they also have the ability to be inter- 


active, which is a key factor in attracting kids, 


EN From a process perspective, distribution of CDs — 
... can be facilitated through rural marts, which are sprin-. 
ging up in many parts of rural India. DCM Shriram ` 


' and ттс have been successful in launching several such 
- rural bazaars. Ву adding Fun-school cbs to their port- 


` folio, these marts could evolve into a one-stop shop, 


which would not only cater to the needs of the farming 
community, but also act as a knowledge centre. The 
clairvoyant among us would clearly predict multiple 


positive externalities that could be created through | 


such rural marts and knowledge distribution. . 

None of this is possible without the engagement 
and support of the people. I see three main areas of 
involvement among the people: 

' 1) The government; 

2) Private corporations, NRIS and NGOS; and 

3) The media. 


I realise that nothing can " successful in ld with- 


out the blessings of the government. I, therefore, 


г. propose that the government act as a facilitating body. 
. However, given the lack of funds and бте constraints, 


Га rather that funding i is essentially borne PY. private 





corporations, NRIs and non-profit organisations (NPOS) 
with budgetary support provided by the government. 
The Department of Education can act as an advisor to 
ensure that Fun-school is in sync with existing govern- 
ment-sponsored programmes. This enables the govern- 
ment to take credit for the accomplishments of Fun- 
school without bearing the responsibility for imple- 
menting the programme. 

Private corporations in alliance with NRIs and 
NPOS, however, need to take the lead in implementing 
the programme. There are two types of contributions 


` that these organisations can provide: first, support by 


sharing areas of their core competence, and second, 
fund critical parts of the programme. Technology 
companies like Tcs, Infosys and Wipro, which have 
done yeomen's work in community development, 
could be the technology providers with respect to the 
software needed to run the CDs. HP, Dell and HCL 
could help manufacture the computer device. 


` Distribution could be achieved through the rural 


marts previously discussed. NPOs like Ai and Asha 
could get involved at the grassroots level to sup- 
port the programme and distribute content. NRIs 
like me who: have a keen interest in India’s deve- 


lopment could adopt specific sections of the pro- 


gramme (maybe based on regional affiliations) and 
also provide strategic direction to the board. The pro- - 
gramme could be funded with the help of contribu- 
tions from private corporations and NPOs. The 
government could play a key role in mobilising these 


.. funds by; providing special tax incentives to the 
donor organisations. 


: In fact, the more significant i incentive fot: private 


| corporations i is the benefit of improved primary edu- 
. cation rates through Fun-school. According to a recent 


Nasscom-KPMG study, the offshore ITES/IT industry 
is expected | to record a.CAGR of. 35 per cent between » 
2004 and 2012, resulting in a turnover of $148 billion. 


г (Rs. 6,51,200 crore). A key factor to achieving this » 
growth is availability of 3.7 million qualified profes- ° 


sionals by 2012. Currently, our available manpower 
` hovers around 0.5 million. Without ae 


—————— P (E E min 


to кш. doorsteps and enabling them to feel its positive. effect 
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improvements in primary education rates, the required 
levels of qualified manpower can never be achieved. 
Therefore, corporations have a direct motive to con- 
tribute to Fun-school. Further, historically, increase in 
primary education rates results in a significant spurt in 
the growth rate of the economy in the long run. This 
creates an increase in demand resulting in improved 
profitability for the companies. Therefore, Fun-school 
is not only fun, but could also be extremely profitable 
to the corporations in the country. 

Along with private corporations, media and 
entertainers need to be an integral part of Fun- 
school. In a country infatuated with, and some- 
times even intoxicated by, movie stars, developing 
educational content by utilising their popularity 
- could be a sure-shot way of making the programme 
a success. In the true spirit of Fun-school, a Sesame 
Street-like approach (with the Indian version of 
Jim Hanson and his Muppets) would make learning 
interesting, en joyable and fun. Sesame Street is a 
non-profit organisation created in 1968. The educa- 
tional programme, “Sesame Street”, that it 


created changed the face of television forever by 
channelling children's attraction to the media in a 
© constructive way and thereby achieved interna- 
tional recognition. Similarly, Fun-school cps could 
be developed with Shah Rukh Khan teaching basic 
mathematics and Aishwarya Rai ee English 
poetry. The media personalities could easily capture 
othe attention of the children through song and 
` dance patterns that are common in Indian movies. 
It is important to use local media personalities in the 
content in different parts of India. For example, 
Chiranjeevi and Nagarjuna would be performing the 
content in Andhra Pradesh and Surya and Simran in 
"Tamil Nadu. But what's in it for the stars? Instant 
= тіѕе іп popularity would be my answer. To prove 
~ this point, I remember that Rajinikanth's popularity 
in Tamil Nadu soared in the 1980s as soon as he 
became a public advocate of polio eradication and 
participated in television messages. 
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ould be a sure-shot way of making the programme a success 


arms and elbows, Everyone has them. The only 
ones that are of any value are the ones that are 
executed. In that spirit, I recommend the following 
implementation steps to make Fun-school a success: 
1) Constitute a steering committee chaired by the 
President, headed by the Union Secretary of Education 
and composed of leaders from interested private cor- 
porations, NRIs and NPOs; 
2) Draw out a high-level strategic plan that consists of, 
but is not limited to, the following elements: 
a) A measurable goal (preferably in simple terms such 
as primary education rates); | 
b) Time frame for achieving the goal (less than 
five years); 
c) The partnerships and alliances needed to achieve 
the goal; 
d) The most effective technology solutions and infra- 
structure needed to achieve the level of penetration in 
a cost-effective way (private corporations which unde- 
rstand the technological aspects, NGOs with their 
wealth of experience and NRIs who have seen such 


A friend of mine used to say that ideas are like 





programmes implemented in ı other countries can add 
value here); 
e) A plan that divides the programme among regions 
based on the local language. This helps develop a 
curriculum in the local language. Further, there needs 
to be an incentive system. that rewards villages that 
excel in performance (e.g. fer ilisers, seeds, subsidies, 
etc., based on the children's ; chievements); and 
f) A high-level budget.. 

3) Chalk out a memorandum of кайер fiom the 
different parties that includes budgetary commitments. 

In my mind, there are two kinds of strategic thin- 

king—the first type is a strategy that is 80 per cent per- 
fect and can be implemented, and the second one is a 
strategy that is 100 per cent perfect, but impractical. In 
that spirit, Fun-school definitely falls in the former cate- 
gory. There might be areas in my strategy that need to 
be tailored as the implementation progresses, but it defi- 
nitely provides a strong start. Em 
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Е У " 15 “THE OXYGEN THAT: ALL 
\ | i companies need to survive and 
| VV. flourish. Sustainable growth 
requires the continuous delighting of existing consumers and the widening of this con- 
sumer base over time. The rules of the game are clear. Winners succeed by developing 
powerful insights based on a deep understanding of what consumers seek, creating 
products and services to meet these needs in unique, distinctive ways, 2 and: ensuring 
access by making these products available and affordable. — |. 
. In recent years, however, there have been three changes in the rules 
of the game: 
1. Access to capital is far easier than it was a few decades ago, Capacities are, therefore, 
easy to put up, and, in many cases, already available and can be hired very quickly. | 
2, Segmenting media is far easier today than it was a few years ago, given the ‘explosion 
of regional and local television options. This has low: ered entry barriers, and has resule 
ted in a relatively higher quality of access to smaller regional markets when compared Wu 
to what it was in the past. ; 
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; 3 Finally, i in what is perhaps the most far- -ranging 


change that is taking place, there is a huge battle for the 
|. consumer's share of wallet. As a matter of fact, the share 


of wallet of FMCG and basic products has actually dec- 


m tined by: almost 2 per cent in the last two to three years, 


some key changes in consumer attitudes that 

_ have taken place in the recent past. First, there 

is a huge change in the attitudes towards debt. Where 
debt was seen as anathema amongst Indian families not 


- T: fight for the share of wallet is driven by 


e ong ago, debt today is a perfectly legitimate and 


easy way to create assets and aspire for a better 
-z lifestyle. This changing attitude has seen the emergence 
of a number of very easy credit financing options. The 
second key shift in attitudes has been rising aspirations 
and changing attitudes to recreation, entertainment and 
lifestyle expenditure. As a consequence, today, a basic 
product like a soap or a detergent competes with a 
credit card, cell phone or digital camera. It is, after all, 
bought with the same rupee. 

Compounding this reality is an explosion of choices 
of products that have such seemingly subtle differences 
between one and the other that they are often not even 
perceptible to consumers. These imperceptible dif- 
ferences accentuate the tyranny of sameness that a 
. number of brands and categories have fallen prey to. 

. This tyranny of sameness has led, in many categories, 
|. tO a vicious spiral of consumer down-trading, price- 
based competition, value destruction, erosion in profit 
margins and the consequent death of brands. 
So, what makes for winners today? How do 
brands break out of this vicious spiral? The answer, 
ironically, must lie in much stronger, much more 
powerful iconic branding. While this does sound 
simplistic, the difference. between winners and losers 


is really in the way they bring brands to the market- 


` place, in the way their brands engage consumers— 


unexpectedly, delightfully and with deep relevance. 


.. The commonly-used examples of iconic branding 
are brands like Nike, Coca-Cola, Levi's, Starbucks and 
so on. What sticks out about these examples is the fact 
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that.in these cases, branding has been done very suc- 


cessfully through lifestyle and badge value. Others are 
those that have created a truly differentiated experi , 
ence—for example, Starbucks, or closer home, Barista. 


However very few people believe that ап FMCG brand, 


a soap or a shampoo, or for that matter a food brand 
can aspire to the same iconic value. I believe, pas- 
sionately, that it is possible to build an ЕМСС brand to 


‘be as powerful as the Nikes of the world. We must 


remember that FMCG products such as these are 
bought by the consumer for either her own use or for 


. her immediate family. She uses these brands in the pri- 


vacy of her bathroom, bedroom, kitchen or home. In 


‘addition, because of their very nature, she meets 
these brands very frequently and shares a very per- 


sonal, often intimate moment where the use of this 
either gives her personal joy as she cares for herself or ` 
the joy of caring for those she loves. These are brands 
that I would call T brands. ‘? for the truly intimate rela- 
tionship that they have with the consumer, T for appe- 
aling to the inner self, not for badge value, T for appe- 
aling to the individual in me and helping me live my life 
with joy, and 'T for going well beyond product attri- 
butes and benefits to what I would call inspiration. 


iconic branding is about really getting three 
things right: 

The first and most important is segmentation. 
Now, segmentation is а much used word, but it can 
make the difference between. winning and losing. 
Segmentation must go way beyond the generic func- 
tional attributes and features if it has to be truly 
powerful. It must seek to understand the functional, the 
psychological and the emotional nennen that the 
consumer derives. 

A very good example from c our company, Hindustan . 


$ о, how can we get то iconic branding? To me, 


. Lever Limited (HLL; is Lux. This is a brand that has been 


marketed as ‘the soap of the stars’ for more than 50 


years. Endorsed by film stars, it is a product that has 


always stood for glamour and luxury. A deep engage- 
ment of consumers over the last оше of years has 


Winners succeed Ы developing powerful insights be based ona 


аа 
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The brand idea is the starting point, which defines the philosophy, 





the те ов and the culture of the brand, which must then be reflected 


and manifested in each and every facet of the brand 


shown that the consumer in Lux’s target segment is 
looking for luxurious products that make her feel 
beautiful and special. A deep understanding of this 
desired ‘feeling of specialness' has led to a strengthening 
of the Lux position in the recent past from the ‘soap of 
the stars’ to a soap that “brings out the star in you’. It is 
a shift that recognises that each woman is special, that 
there is something magnetic and star-like in every 
woman, and that the consumer is not willing to buy into 
a brand whose only reason for existence is that it is 
endorsed by stars. It is, therefore, a very significant shift 
that has essentially come about due to a very deep con- 
sumer understanding that goes beyond the functional, 
and captures the emotional and psychological facets as 
well. The result of this shift is a brand that connects 
more deeply with the consumer, and puts it in a place 
that is more unique and distinctive in the consumer's 
mind when compared to many other products with 
similar functional attributes. In a market that has, by and 
large, remained stagnant, the Lux brand has grown at 
close to double digit in the last three years. 


he second principle behind iconic branding is 
what I call a powerful brand idea that the 
brand must always live and breathe. A brand 
must have an idea if it is to break out of the tyranny of 
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sameness and stand for something that is big, bold and 
aspirational. In a sea of choppy waters, the brand must 
stand tall and be a guiding beacon of light for con- 
sumers to want to belong to. A brand idea must 
come from a clear understanding and articulation 
of the defining purpose and vision of the brand. A role 
that the brand seeks to play in the larger context of 
consumers' lives. The brand idea is the starting point, 
which defines the philosophy, the ethos and the cul- 
ture of the brand, which must then be reflected and 
manifested in each and every facet of the brand. In 
doing so, the brand moves beyond being a physical, 
tangible product, but embodies a bigger purpose, a big- 
ger thought, which can become a source of sustainable 
competitive advantage. 

An example within HLL where we have seen 
this work powerfully is Lifebuoy. For over 100 
years, Lifebuoy was a tough cleaning soap with a 
strong germicidal perfume. In the late 1990s and in 
early 2000-01, the brand started losing relevance, 
which forced us to go back to the basics and really 
try to understand it in a far deeper and relevant 
way. From this consumer engagement came the 
understanding that Lifebuoy was a soap that was 
not just about germ protection, but really something 
bigger. It was a brand that met the basic health and 
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hygiene needs of consumers and offered them 
peace of mind and emotional reassurance. This 
‚маз not a brand that was in the soap business—this 
was a brand in the peace of mind business. This led 
. to a powerful articulation of the brand purpose: 
"To make a billion Indians feel safe and secure by 
< meeting their health and hygiene needs.” 

. This philosophy was reflected in every element of 
the product mix: the packaging with its shift from the 
masculine symbols of health and robustness to 
family health; the advertising, which moved from 
champions shooting football goals to a family doc- 
tor giving a simple tip to be free from hygiene prob- 
lems; the perfume, which was changed from a harsh 
carbolic smell to a more fresh and clean smell that 
all family members liked. In addition, the brand 
invested in a large-scale rural hygiene education 
programme (Lifebuoy Swasthya Chetana) directly 


25 CEOs and Thought Leaders on India in the year 2020 


and indeed at the point of ЕЯ Equally, it it is 


critical to do this with scale, to do this іп а manner o 
where it сап make a genuine difference to the — 


brand and its growth. For scale, it is vital to have - 
fewer, bigger brands. One of the driving factors 
behind our power brand strategy within HLL is to. 
give fewer brands bigger scale so that these brands 
can then be truly iconic. 


answer how they can build iconic brands in a 
sustainable and distinctive way. How can 
companies stay ahead of the game and, therefore, 
shape trends rather than follow changes and trends? 
I believe that the key catalyst for this transfor- . 


T= key question for companies is to really 


mation of brands to truly iconic brands is an ^ — 
empathetic and deeply connected organisation that is. 


consumer facing. I believe, it is not just the marketing 


tis vital to create a culture of а where people within are - 


but about what can be learnt from disconnected categories 


contacting 70 million rural consumers as a first 
step to living by the guiding purpose of the brand. As 
a result of this, in a market that has remained stag- 
nant, Lifebuoy has grown at well over double-digit 
rates for three years in a row. 


engage consumers through an all-pervasive 
360-degree approach. With the fragmenta- 
`` tion of television as a medium and the enormous clut- 
ter on the screen, it is vital that brands go beyond tele- 


T* third principle behind iconic branding is to 


vision to engage consumers and touch them in : 


unexpected and myriad ways, in ways that bring 
out the idea that the brand stands for with deep 
relevance and meaning. lt is critical that brands seek 
to do this in multiple ways at multiple touch points. 

The fight for attention and relevance is a fight for 
the consumer's share of mind. Brands must, there- 
fore, look at ways of bringing the brand idea alive 
at every potential occasion where there is a role for 
the brand—using unconventional media, at events 
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department’s role to understand consumers. It is 
the role of everyone in the organisation to engage 
consumers deeply since these consumers are the 
very reason for an organisation's existence. 1 also 
believe that in the new world of today, deeper func- 
tional specialisation even within marketing will make 
a huge difference in building i iconic brands. Spe- 
cialisation, where there is a group of people who аге 


passionately committed to driving innovation that is E 
living and breathing the brand idea, while a separate S 


team of people is focussed on realising and executing. 


the idea amongst the multiple touch points where a 


brand interacts with its consumers. Finally, I believe 
that it is vital to create a culture of learning, where 
people within are curious about changes, curious 
about what can be learnt not just from within the 
category, but about what can be learnt from dis- 
connected categories. A culture where people are 
always looking for better and newer ways of doing 
things. A culture where people embrace—indeed, 
thrive on—change and learning. . tg 
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Chairman/ Aditya Birla Group 


. Y TODAY ARE BEING | 
buffeted by major 
gale force winds— 








globalisation, liberalisation and technology among them. The end re: 





unlearn, and relearn”. Let me now enumerate 
facing organisations and leadership today. SIE 

People count. You can have the most forward-looking vision and strategy, but unless you 
have a passionate and committed team to execute it; you cannot translate your vision into reality. 
It is important to muster the emotional and intellectual equity of the people, and to gain their 
trust and commitment to the vision. Leadership is all about plugging in to the minds and hearts 
of people. It is about rallying them around to a compelling and exciting vision of the future. 
It is about upping the quality of imagination of the organisation. It is about encouraging a spirit 
of intellectual ferment and constructive dissent so that people are not bound by the status quo, 
and mavericks are given space and free play. It is about building the highest levels of 
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m empathy, without compromising on Мне and run- 
. ning a popularity contest. So, the first lesson is that the 
... process of change is perhaps 90 per cent about lea- 
` dership and only 10 per cent about managing. 


experience has been that a heterogeneous mix of 
people, though very difficult to lead, helps in the 
process of change. You need the fast bowlers, the 
spinners and the good wicket keepers j just as much as 
. the pinch hitters to become a winning team. It has been 
our experience that altering the genetic coding, albeit 
carefully; can be a productive exercise that can sig- 
nificantly improve the quality of constructive dissent 
and the quality of decision-making, particularly in a 
period of rapid change. Bringing in people from out- 
side cultures, people with different skill sets and a dif- 
ferent pair of eyes, can be useful. The caveat is that the 
diversity cannot negate the need for the organisation 
to stay rooted to its core values. 
While on the subject of heterogeneity, leaders 
: should focus on all people, and not just on the high- 
fliers. Placing due focus on the top talent is, of course, 
necessary. But I do believe that it is equally important 
to focus on that bulk of the organisation who are 
somewhat dismissively. referred to, in management 
jargon, as ‘the stayers'. These are people who make the 
day-to-day, month-to-month, quarter-to-quarter things 
happen. Their role in the process of change is critical. 
Just as 70 per cent of the human body is made up of 
water, so also 70 per cent of any organisation is made 
up of people who follow the rules and who keep it 
. moving ahead at a steady pace. You cannot have 
everyone setting the rules. We need people who follow 
the rules, people who may not contribute in a signifi- 
cant. way intellectually but who are happy to implement 
. the rules diligently. Ignoring this segment of people in 
|. à process of change, I believe, can lead—to use the 
analogy of the human body again—to organisational 


need to engage and recognise this quiet majority. So, 
we owe it to this mass to keep them motivated, to 
' recognise their contribution, which very often gets 
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lobalisation puts a pret 
A organisation can ios 
In transformation, heterogeneity helps. Our , - 


| tices that they been unexposed to. Our efforts in this 
` area have been directed at building 


manager who happens to be Indian". For organisations 


created a platform called the Aditya Birla Awards 


. more so when we are being stretched in all direc- 


dehydration. For sustaining the transformation, you ` 


organisation who are dismissively referred to as ihe stayers 





overshadowed by the performance of the ‘stars’. 






to integrate with cultures that are fore to it add prac: ` 





ing not an “Indian 
manager who works internationally”, but a “global 







that are competing globally, this mindset needs to be 
fostered in every business, team and individual through 
a conscious and structured process. 

It is also critical to: showcase success. We have 
















where team achievements across the organisation аге _ 
recognised every year. The genesis of these awards is 
that each one of us needs something to be inspired by, `- 







tions in the process of metamorphosis. Showcasing suc- 
cess does that for you. It inspires, it motivates, it has a 
ripple impact that cannot be accounted for numerically 
but has hugely positive and qualitative returns. 
Importantly, it hàs been our belief that whilst the 
individual stars, the sterling performers, are important, 





. itis the creating of star teams across the organisation. .: 


that is most critical. Individual stars, who cannot bec- 
ome a part of star teams, are of little value. In fact, they. 
can be disruptive instead of being productive. So, 
showcasing success and applauding it is critical. It 
creates a “surround sound” effect. of optimism that says 
“we can do it", an ambience of an organisation in cele- 
bration, and thei impact of this can be quite astounding. 
In the long term, awards present an innovative way of 
documenting and collating. best practices that may 
have slipped away, unnoticed. © 
Whilst doing all this, i it’s as vital to keep a pulse on the 


o state of the organisation, which calls for continuous 


tracking of the organisational climate. We have relied 
heavily on the organisational health study methodology, 
for us a barometer of the "happiness at work index" in 


the group. The survey feedback has been r more Бопе | 


Leaders should focus on all people, and not ы. оп һе high fliers. 
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and brutal than we had imagined—which is the way we 
want it to be. Year after year, teams have worked with ex- 
actitude, attacking the specific problems of each unit in 
a way that involves people from across the organisation. 
Tracking organisational health has become an institu- 
tionalised process for us and has paid immense dividends. 


mindset. Organisations need to create conditions 
that are conducive to continuous learning. 
~ Given that the half-life of knowledge in every discipline 
is shrinking, no опе can afford to drop the quest for 
learning at the gates of graduation. As important as for- 
mal learning are tacit knowledge and experience. 
This type of knowledge is rarely available in codified 
form and it cannot be acquired through formal edu- 
cation or training. Rather, it requires a continuous 
cycle of discovery, dissemination and the emergence of 
shared understandings. Successful firms place great 
priority on developing “learning capacity” within the 
organisation—so that the learning that resides within 
an individual or group or pocket is proactively trans- 
ferred to other parts of the organisation. This calls for 
inter-disciplinary learning and the breaking down of 
"barriers between departments, businesses and functions. 
Second, large organisations need to learn much 
from the way entrepreneurs work. Although the insti- 
tutionalised systems, and formal checks and balances 
do serve an organisation well, at times they do stifle, 
slow things down, work to reject new ideas, or simply 
lose out on vital opportunities. Organisational longevity 
requires that there be some level of ferment and inter- 
nal challenge, some level of constant boil. Most orga- 
nisations reject ideas that threaten to destabilise the 
status quo. Eccentrics, mavericks and out-of-the-box 
thinkers find themselves isolated. We have to charge 
the environment in which we work with an entre- 
preneurial spirit, and infuse our organisation with 
. the passion to excel, the passion to stretch, and the pas- 
sion that translates into strong emotional bonding 
with the organisation, and its goals and objectives. 
Third, we have to learn to think big, and aim for 


Ts: challenge is one of building a value-creation. 
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making the big leap. What do I mean by this? One, 
compliance with basic industry standards is just today’s 
entry-level requirement. By itself, it cannot create a 


world-beating achievement, What’s called for—at i. 


critical times—are exponential and radical leaps too. 
These risks are sometimes substantial enough and 
amount to taking a bet on the very survival of the 
organisation—as when Boeing bet on a new 707 
generation of passenger planes, or when IBM invested 
on the IBM 360, which turned out to be one of the 
workhorses of the computing industry. In each case, the 
odds were daunting, and failure of the product could 
have set the company back a decade. 

Take another aspect. Why limit yourself to giving 
only what the customer wants? Why not test the lim- 
its and work on giving the customer what he wouldn't 
ordinarily think of having? Two decades ago, few 
people would have thought that ordinary computer 
users might want a powerful search engine. But that's 
what Google gave customers-—something most people 
had no idea they wanted. However, once it was in 
existence, the product became virtually indispensable. 
The ability to take a leap of imagination is an elusive 
area. Yet, if one organisation doesn't.do it, someone 
else probably will, and change the rules of the game. 


fining the notion of leadership for changing 

imes. The conventional notion of leadership, 
centred on the idea of a clearly identifiable organisa- 
tion, is no longer in vogue. Virtual groups that operate 
out of different parts of the world, some of them 
rarely meeting face-to-face and sometimes never in their 
lifetime, constitute the corporate landscape. Similarly, 
organisations today straddle different boundaries and 
extend to include business partners such as suppliers’ 
and customers' organisations, outsourcing partners, . 
intermediate assemblers and others. In such a scenario, 
where employees become nodes in ever-shifting 
networks and are often far remote in distance, the chal- 
lenge of leadership is heightened. But the problem goes 
beyond the issue of geographical spread. In such 


۸ nother critical issue is that of refining and rede- 
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fast bowlers, spinners and wicket keepers to create a winning team 


extended organisations, employees become exposed to 
different role models and work cultures, making it dif- 
ficult to enrol them with the leaders’ values and vision. 
To meaningfully interact with the employees, leaders 
of the future will need to be far better users of con- 
temporary communication media. As a matter of fact, 
the phenomenal power of communication continues 
to redefine business and the way it is conducted. 
Other than that, in the world of business today, we 
find an increasing number of global alliances. These are 
alliances not just between two or three companies, but 
also often span different continents. To manage in 
multi-cultural environments, leaders have to possess the 
global skill-sets and ability that it entails. Working 
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in multi-cultural environments goes far beyond 
language skills or social etiquette. A deep socio-cultural 
understanding of the societies and history, and the way 
these have interacted to shape the economy, is integral 
to success in alien environments. We have to attune 
ourselves for such multi-culturalism premised on tole- 
rance and respect for unique cultures, which differ 
vastly from the ways we have learnt. This is defi- 
nitely a new area of learning for us in India. 

Fourth, leaders have to grapple with implementing 
mergers and acquisitions successfully so that there 
are no seams dividing the organisation. A coming 
together of two companies is not about balance sheets 
coming together, or distribution channels coming 





| 
Impact is 
about results, 
not effort. 





In 1642, a Dutch Explorer Abel 


asman discovered a small island 


outh of Australia 
This beautiful island with its 
ialubrious climate, lush valleys 


nd clear waters came to be known 
s Tasmania 


n the early 1800s, two English 


y 40V 
;olonists, MacArthur and Cox, 
irought in the Saxon Merino sheep 
ito the island and the rest is history 
day the Saxon Merino are world 
ywned for their fine fleece and 
ıe soft wool produced from it 
tis from this wool that Raymond 
ias woven a fabric of such fineness 
iat it takes over 40 kms of yarn to 
nake just one suit 
A fabric fineness so superior and 
o lightweight that it takes a man of 


liscerning taste to enjoy it! 


[he Complete Man 














25 CEOs and Thought Leaders on India in the year 2020 


together. It is, at the end of the day, about people 
coming together, their hearts and minds coming 
together, their values and cultures coalescing. The 
process is full of anxiety, uncertainty and silent suf- 
fering. Often, top management is oblivious to these 
emotions. Unfortunately, many do not care or lose 
sleep over it. The softer aspects of mergers are neg- 
lected. To successfully sail through the transition 
phase, leaders need to be sensitised to these issues. 
Giant organisations emanating from M&A activity 
hold immense business potential, but they also tend to 
hide inefficiencies. In the past, large organisations 
had to restructure themselves several times during 
. the mid 19805-19905. While their search for com- 
` petitiveness was driving this process, ironically, the fre- 
quency of events gave an impression that these cor- 
porations existed only to restructure themselves! 
Looking at other behemoths today, one is able to app- 
reciate why these companies had to take such a course. 
Fifth, today's leadership is mired in paradoxes 
and contradictions that one finds usually in Marxist the- 
ses. How to constantly juggle through these contra- 
dictions is a tough call. Take, for instance, while you 
seek to minimise risk to the organisation, you encou- 
rage entrepreneurship. You demand adherence to 
strict timelines for delivering results, which necessarily 
~ entail gruelling 14-hour workdays. At the same time, 
уои invest in programmes aimed at promoting 


company interest and company competencies. You 
cannot address issues solely from any one perspective, 
Sixth, there is the issue of the: leadership gap. 
Leadership i is needed at all levels, and there just isn’t 
enough of it to go around. So, the key leadership task 
is to identify and nurture talent. Leaders must make 
developing talent a priority at all levels of the orga- 
nisation. Young and emerging leaders at the work- 
place must be offered multiple role-models who can 
mentor them and enable them to create their own dis- 
tinctive form of leadership. Leadership in Indian 
organisations is mostly premised on functional 


excellence and is skewed to harnessing superior 


technical and managerial knowledge, to the neglect 


: of soft skills and attitudes. 


Seventh, leaders must have the ability to *mind 
your mind", which means quickly recognising when 
one is wrong and changing track accordingly. Also, 
far from being egocentric, they should have a great 
sense of humility. 


what an organisation stands for, what its pur- 
pose is. Values are what lend the organisation 
its "stickiness", with which employees can identify, 
emotionally and intellectually. People contribute when 
they relate to an organisation, and they relate when 
they understand the organisation. People understand 


is A .. bove all, there is the challenge of articulating 


We have to attune ourselves for multi-culturalism premised on 


tolerance and respect for unique cultures, which differ vastly from what 


we have learnt. This is definitely a new area of learning for us in India. 


work-life balance. You stringently monitor quarter-on- 
quarter results and engage expensive consultants to do 
long-range planning and cost optimisation. You spout 
human resources as your biggest asset, yet engage in 
right-sizing and lopping of jobs, resulting in skill 
losses. Ї am sure many of you live through these and 
more contradictions every day. These ground realities 
put enormous pressure, affecting as they do the emo- 
tional tenor of the workplace. Not surprisingly, it 
creates a crisis of identity and confidence in the best of 
clear thinkers. There are other areas of contradic- 
tion. Leaders have to perform a similar balancing act 
in their strategic arena between customers, competition, 
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an organisation through i its values, by experiencing the 
culture that the values create, and by using the systems 
and processes that the values define. In large organi- 
sations, such shared understanding cannot be created 
through the leadership of individuals alone; it requires 


leadership of principles, of beliefs, of conviction—these 
together constitute what we call the “values”. 


Values act as the bedrock of an organisation. 
Great, and lasting, businesses are never built on the qui- 
cksands of opportunism. Leadership must ensure that 
the values remain at the core of the way an organisa- 
tion functions, and are not lost sight of or jettisoned in 

the drive to achieve results. 


Anyone who has never made a mistake 
has never tried anything new. 
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THE RECOGNITION OF PRODUCT PATENTS FR 
‘year on, at least one sector of Indian industry: 
D maceuticals—has been encouraged to consider! 
innovation and less imitation. But that may be only one part of a broader ti 
players, be it Motorola or Samsung or General Motors or Pfizer, with bus 
vation, seem to be participating in a stampede to establish R&D hubs in India. 
perennial gales of creative destruction finally begun to hit Indian s 
_ known as the year when the iconic media photograph of the Indian wearing the c 1 
worker’s telephone headset is replaced by that of the technologist in a white lab coat? 
Not so fast; the Schumpeterian gale may yet turn out to be little more than a gent 
ki is easy to foresee a scenario where India's participation in global innovative activi 
gated to the mid- to low-tier of the pyramid—much like its role in other business 
and technology activities in recent years. In this scenario, the default globalisation m 
` its course: origination of innovative concepts, breakthroughs in research, customer 
. standing and sophisticated segmentation, and activation of the most desirable adopter se 
happens i in the West, while routine and replicable processes such as manu : ing, ү 
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standardised programming, so-called back-office ser- 
vices, and at most some ‘fringe’ research migrates to the 
East. Not a bad arrangement perhaps, one might argue. 
It has, after all, yielded 8 per cent growth rates and 
brought global name recognition to the Wipros and 
Tatas. One might even argue that the iconic image of 
the Indian with the telephone headset has, at least, dis- 
placed less edifying icons of earlier eras: the famine vic- 
tim, the ubiquitous cows, the ash-caked sadhu... 


- work brought about by an increasingly net- 

: worked and globalised world, India has made 
advances in recent years, in ways that would have 
‘been unimaginable by several generations of deve- 
lopment economists. I will argue that as the innovation 
chapter of this saga unfolds, we can do even better. It 
is time for innovators in India to truly innovate and look 
beyond mere imitation of the successes of the tech- 
nology and back-office process offshoring industries. 
I will challenge them to consider an alternative 
endgame to this forthcoming round, where the con- 
ventional wisdom of globalisation is turned on its 
head: here, the East—India, in particular—becomes the 
fount of innovation, and the routine work happens out 
West. As an illustration, consider a scenario involving 
an innovation that has stalled in the West, but could in 
fact take root in the East. This innovation addresses the 
inefficiency in distribution and use of computing 
resources. An alternative to the status quo would be 
one where the software is adaptable, accessible and 
improved through mutual contributions by users; 
where the intelligence in the hardware is not wastefully 
reproduced in every PC, but more efficiently located in 
hubs in a network to which a ‘thin client’ computer 
connects; where all of these resources can be tapped 
into on demand, instead of the user being compelled 
to make big indivisible up-front investments. The 
piece-parts to bring such an alternative together— 
open source software, the network computer and 
utility computing—have been pursued by some of 
the most powerful companies in the world: 18M, 


T* is no doubt that thanks to the relocation of 


Oracle, Novell and Sun. But they have yet to make a 
significant dent to the status quo despite the underlying 
appeal and economic logic of the idea. 

I can envision India as a natural environment to 
bring such an innovation and the supporting busi- 
ness models to life with sufficient adoption that gets it 
past a tipping point. Once we have critical mass of 
adoption and economies of scale established here, 
the innovation can replicate in similar segments of the 
market in the West and then proliferate even further. 
But this is only one illustration; I can imagine others in 
alternative energy sources, healthcare, consumer pro- 
ducts, financial services... Is such a reverse migra- 
tion of innovative activity plausible? I argue that it is. 


y starting premise draws from some recurring 
M patterns behind successful innovations that I 

have found in my work in the area. I find that 
in most successes, besides a new idea or new technology, 
four critical forces must converge: right funding sources, 
right human capital, right customer insight and right 
organisational architecture. The first two are the more 
obvious ones. The remaining two forces are quite 
under-appreciated and, frequently, the most crucial: one 
is access to asymmetric insight into the needs of the cus- 
tomers of the innovation, and the other is an organi- 
sational architecture that places the innovative unit 
in a symbiotic, but separate, relationship with the core 
‘cash cow’ business. It is hard to get all four of these 
forces to align—which, in my experience, accounts for 
the continuing challenge that most companies face in 
creating successful innovation engines. I will argue 
that India might well be the global ‘sweet spot’ where 
these forces converge. And this cteates the opportunity 
to establish India as a true innovation hub. 

Consider how the crucial forces might come toge- 
ther in India; consider first the last one of the forces: 
right organisational architecture. Many of us who 
follow the dynamics between innovations and markets 
find plenty of evidence to suggest that the pace of new 
technology outstrips the ability of the ‘average’ consu- 
mers, even in the developed world, to adopt and 


Iti is time for innovators in India to truly innovate 


` and look beyond mere imitation of the success of the 


technology and back-office process offshoring industries 
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integrate them into their livés I have ей in my 
"book The Slow Pace of Fast Change that this discre- 
, рапсу increases sharply in an increasingly networked 
. world: the more connected you are, the more you are 
` tied to the status quo. Unless the other connected 
` elements change as well or we are assured of continued 
.. compatibility, we would resist switching to some- 
thing new or seek alternatives that are less techno- 
logically advanced. Harvard's Clay Christensen has 


. made the case—for example, in his book, The 


_ Innovator's Solution—that such ‘overshooting’ of the 
; average consumer by advanced technologies creates an 
' opportunity for a disruptive innovation to enter with 
technology and features that are *good enough’: These 
disruptive innovations are, Christensen argues, the 
primary eure of growth, — 
The world’s large multinatiorial corporations are ill- 


prepared to take advantage of this opportunity. The us 


alone spends $290 billion (Rs. 12. 76 lakh crore) on 
R&D a year, of which 60 per cent comes from private 
companies. Much of this R&D is not directed towards 
_ potentially-disruptive innovations. The incentives of an 
established incumbent company would be to direct R&D 
investments that sustain and grow margins for their 
incumbent product, and encourage their consumers to 

` trade up. This, in turn, makes the average consumer 
even more vulnerable to innovative alternatives with 
limited features tailored to his more constrained needs. 

¬ Global incumbents recognise this threat, and must 
take them seriously. IBM, which brought the РС to 
critical mass, ceded its position to disruptive upstarts 
such as Dell, and is in the process of exiting the busi- 
ness altogether. This is an exit that parallels Ar&T's dép- 
arture from its creation, plain old telephony services to 
- residential consumers, after it was rendered unprofi- 
table. by disruptive alternatives, particularly VOIP- 
. (voice over, internet. protocol) based services. Toys 
"RUs exited the toy business, forced out by relentless 
competition from the lower-priced and 'good enough' 
retailer Wal-Mart, Kodak, which popularised pho- 
tographic film, is looking at a future of photography 
with no film. How do large corporations reserve the 
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option of participating in disruptive innovation? 


tional handicap in responding to the threat. 

Creating products or brands that compete in 
radically different market segments is challenging. 
Innovations that compete with the highest margin | 
products are not likely to gain support from the core 
of the organisation or from its primary stakeholders. 
A solution that many have considered is to create a 
parallel organisation. The challenge has generally 
been: where? If it is too close to the core organisation 
and the market, it gets second-class status and starved 
for resources and managerial attention; if the core busi- 
ness’ incentive structures and decision rights are applied 
to the disruptive parallel organisation, the latter is 
generally hobbled from the get-go. If it is established 
as а detached ivory tower, as Xerox PARC once was, 
there is a danger that its innovations may not find 
champions in the organisation since they have not 
been proven in a market. 

This is where India fits in. It offers an environment 
to establish the parallel disruptive innovation hub. 
Such a hub would be separate geographically and 
being located in a different economic milieu, it is 


Us incumbents have an organisa- 


easier to establish a different set of incentive structures 


and decision rights here. The. organisational argu- 
ment, combined with lower-cost skilled talent pool, · 
suggests that there would be very substantial capital 
providers willing to fund disruptive innovation in 
India: major Western corporations in incumbency - 
positions that are vulnerable to external disruption 
would.be highly motivated sources. In other words, 
three out of the four forces driving successful inno- 
vation can, potentially, be made to line up in India. 
Finally, and importantly, the fourth force: India is 
a growing consumer market with specialised needs, 
often demanding a subset of the features and func- 
tionalities combined in a unique way to suit the cons- 
trained context and at a compelling price. Location in - 


India gives asymmetric access to insight into this con- ` 


sumer context and to the adoption process as well. In 


а produce that compete in idis d different market 


margin products. The solution. is in creating a i parallel organisation 
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summary, a parallel disruptive innovation hub could 
flourish here without cannibalising the core, since 
India represents a tiny to non-existent part of most 
major companies’ current business. The chance of 
spillover into the global company’s core business is 
minimal until the product proposition is proven. Once 
proven, and with economies of scale having driven 
down the costs, the concept can travel to Western 
markets and be replicated, and even enhanced, to 
appeal to a broader base of consumer segments. 


for such a parallel innovation universe. Microsoft 

has. just announced a new research facility in 
Bangalore to investigate, among other things, tech- 
nologies for emerging markets and multi-lingual sys- 
tems, both of which can draw upon insights from 
the Indian consumer and neither of which is at the top 
of Microsoft's innovation agenda for its core customer 
segments. Similarly, Hp has dedicated its research faci- 
lities in India to develop computing solutions for 
emerging economies, particularly for consumers who 


© ome companies have begun to realise the potential 


nd as for the ‘thin client’ computer... it is no 
Д that an experiment in producing the 

handheld Simputer (“information technology 
for the benefits of the weaker sections of society”) that 
runs on an IML (some say for “illiterate mark-up lan- 
guage”) browser originated in India. Palm, IBM, Oracle 
should all take note. 

Tata, Wipro, Infosys, HCL and scores of others 
should take note as well. Multinational corporations 
can do this self-disruption on their own in captive 
settings or it can be done by their Indian counter- 
parts and joint ventures; eventually we should 
consider them all as global companies for whom 
India is a key location on the innovation map. 
One challenge is going to be that; unlike the back 
office, innovative activity is hard for any incumbent 
company to delegate to an outside party. On the 
other hand, it is unclear which of the many dis- 
ruptive bets will pay off and à case can be made to 
reduce the company's exposure to any single expe- 
riment—which would create the need for many 
delegates to share the risk. 


The opportunity to create the parallel disruptive innovation - 


hub is where I think the really big payoff is going to be. 


That is going to be the winning endgame for India 


do not have computers. Examples of its R&D include 
handwriting recognition software for non-English lan- 
guage scripts and for simplifying ways to digitise paper- 
based records, a common legacy in most developing 
economies. HLL’s R&D centre has produced a sun- 
screen formula embedded in its Lux soap, ideal for 
India's famously sunny conditions, and to deal with the 
same conditions, it has created the world's first non-cor- 
rosive eutectic coolant that keeps ice cream and other 
perishables at under -18 degrees in challenging cli- 
matic conditions. Then, Motorola is establishing R&D 
facilities in India. No doubt, its primary motivation is 
lower costs and access to skilled engineering talent. That 
said, the opportunity to tap the mobile Indian con- 
sumer’s mind for the next generation of disruptive 
handsets is surely а factor behind its interest; Motorola 
lost in an earlier round of play for the handset market 
to Nokia partly because of the latter’s better insight into 
international mobile user behaviour. 
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beyond, we shall see plenty of plain-vanilla outsour- 

cing of innovation-related activities to India to 
leverage the lower costs and pool of skilled English- 
speaking talent. We can expect global pharmaceuticals 
to come exploring alternative models for conducting 
clinical research at lower costs. We can expect some 
longer lead-time initiatives, such as 1BM’s investigation 
into nanotechnology in its Indian labs, or technological 
initiatives that cut across an MNC’s product line, such 
as Texas Instruments’ chip design work or software 
development for Philips or Oracle, being done virtu- 
ally entirely out of India. However, the opportunity to 
create the parallel disruptive innovation hub is where 
I think the really big payoff is going to be. That is going 
to be the winning endgame that would truly bring India 
from the position of yesterday’s copycat to a tomorrow 
in which the world’s disruptive innovations will be 
labelled ‘Copyright India’. 


I: conclusion, | have no doubt that in 2005 and 





There's a place where the 






earth meets the sun. Where 


the sky meets the sea. Where France 















meets India - in heritage, cuisine and 
architecture. Where mind meets body 
- at a Yoga or Meditation workshop. 
Where a potter's wheel meets 
peaceful hands - turning out the most 
exquisite terra cotta. Where you meet 
people of motley cultures, colours and 
listen to enchanting stories. And 


where you meet yourself. 


{EA CEE, 


Festivals ¥ food Ж handmades ж heritage ¥ Invectnenks ¥ Shopping Festival: Dec 20-Jan Z0. n io 


(BAW oLnternakional Yoga festival: Jan 4-7, £005. = Gide timoa 











www. tourisminpondicherry.com 





JWT.7837.2004 


25 CEOs and Thought Leaders on India in the year 2020 








y 57 PE CENT OF INDIA'S 6,40,000 VILLAGES HAVE 
population clusters of 2,000 people or 
~ | less. Despite a universe of roughly 3.6 million: 
rural retail outlets, there is no active marketing or distribution in these small villages 
because of uneconomical “last mile” logistics. Nearly 35 per cent of India’s villages are yet 
to be connected by roads. Rural tele-density is barely 1.7 per cent. Apart from being geo- 
graphically dispersed, these villages, as economic units, are too feeble to support the scale of 
investment required to upgrade last mile connectivity. А. substantial proportion of the rural 
population subsists on less than $1 (Rs 44) per day—less than half the subsidy provided to 
each head of cattle by the Organisation for Economic ‘Cooperation and Development. 
Rural India accounts for about 60 per cent of the с untry's household consumption expen. 
difure. So, rural India represents the largest potential market of the future i in our country and опе 
of the largest in the world. It is a huge marketing opportunity. Management guru C.K. 
Prahalad refers to this market as “the bottom of the yramid”, Marketing to the bottom of the 
pyramid, or the large population of the rural poor, is management and marketing mantra. 
Yet, consumer research reveals that a rural wage earner’s propensity to consume is only half 
that of an urban wage earner for the same level of income. This lower properisity is due to uncer- 
tainties that the future holds in the absence of effective mechanisms to manage risk. Agriculture 
continues to be the predominant source of rural livelihood. A host of factors including small 
and fragmented farms, over-dependence on monsoons and lack of sophisticated i inputs and 
knowledge, traps the farmer i in a vicious cycle of underdevelopment. The economic opportunity -| 
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lies in building capacity to induce productivity-led gro- 
wth by providing cost-effective last mile connectivity. 


both as a buyer of agri commodities and as a seller of 
goods and services. rTC's e-Choupal model seeks to 
address the issues relating to last mile connectivity by 
leveraging IT to build capability at the grassroots by emp- 
owering the small farmer. This model seeks to enhance 
farm productivity and income by aligning output with 
market demand through connectivity. It primarily focu- 
sses on creating markets by helping raise incomes before 
servicing such markets commercially. Indeed, these 
processes occur more or less simultaneously—a pheno- 
menon that Prahalad so aptly refers to as “co-creation of 
value”. Such an e-infrastructure can also serve as.a pow- 
erful and effective delivery channel for a host of goods 
and services including those related to farm practices, risk 
management, education and health. In effect, the 
e-Choupal is potentially an efficient delivery channel for 
rural development and an instrument for converting 
village populations into vibrant economic organisations. 
Despite daunting implementation challenges, this 
initiative now comprises nearly 5,000 installations 


[> has nurtured deep linkages with rural India, 


covering over 28,000 villages and serving more than: 


2.5 million farmers. The World Business Award is an 
acknowledgement of rres abiding commitment to 
the rural value chain. It is also a humbling reminder of 
the journey yet to be traversed, of the commitment to 
connect 1,00,000 villages in this decade and is a cele- 
bration of a small beginning, the first step in a journey, 
which will not end till every Indian farmer is reached. 


industry can become a mega developmental 

multiplier: rrc’s farm forestry programme is a 
telling example of linking business purpose with the crea- 
tion of sustainable livelihoods and environment pro- 
tection in rural India. It is not well known that sus- 
tainable rural incomes are compromised by deterioration 
in the natural resource base. Soil is subject to erosion by 
several weathering agents resulting in loss of humus and 


H= the promotion of forest and wood-based 


biotic life, leading to reduction in fertility and produc- 
tivity. According to estimates of the Indian Council 
for Agricultural Research, the present average soil loss 
is over 16 tonnes per hectare per year, which is at 
least three to five times the normal. Areas affected 
seriously by salinity, alkalinity and wind and water 
erosion cover an estimated 126 million hectares, nearly 
41 per cent of the total geographical area of the coun- 
try. It is estimated that nearly 70 million hectares of land, 
out of the total estimated 95 million hectares under rain- 
fed conditions, are in some stage of land degradation. 
Sub-optimal land use is also evident from the fact that 
degraded wastelands constitute at least 35 million 
hectares, representing 18 per cent of total cultivable land. 

Forest cover plays a critical role in maintaining the 
soil and water base for food production in arid and 
semi-arid lands. In areas where wind is the main 
agent of erosion, the presence of wooded areas can 
help contain erosion. Trees also ameliorate the effects 
of drought and desertification, and play a crucial role 
in cushioning the effect of seasonality. Recent data indi- 
cates that only 35 million hectares of forest land have 
a crown density of 40 per cent. Thus, real forests 
account for barely 11 per cent of the geographical area 
of the country against a desirable 33 per cent. 

ITC's farm forestry project is driven by the realisation 
that India's meagre forest cover has serious implications 
for the rural poor. tte has effectively leveraged its need 
for wood fibre to provide significant opportunities to eco- 
nomically-backward wasteland owners. The main plank 
of this initiative is the building of grassroots capacities. 
тс works with select NGOs and the Government of 
Andhra Pradesh, identifies poor tribals with waste- 
lands, and organises them into self-supporting forest user 
groups. Group leaders are trained in the best silvicultural 
practices to grow high quality timber. ITC provides a 
comprehensive package of support and extension services 
to farmers encompassing loans, land development, 
planting of saplings, plantation maintenance, marketing 

and funds management. This has been institutionalised 
by creating village-level natural resource management 
committees comprising local farmers. 


The economic d lies in в capacity to induce 


ICs e-Choupal model seeks to address this issue by leveraging IT 
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| t the heart of this comprehensive greening 

| А is ITC’s state-of-the-art research centre at 

| Bhadrachalam in Andhra Pradesh. The biotech- 
` nology-based research enables ІТС to make available high- 

` yielding, disease-resistant clonal saplings, thereby pre- 

- senting attractive land-use alternatives to traditional 

` farmers and wasteland owners. So far, over 100 million 

_ saplings have been planted over 28,500 hectares thro- 


ugh farm and social forestry programmes, generating 
... employment opportunities for nearly 250,000 people. 


"The benefits of this strategic initiative are much 

- inore pervasive. It contributes to in-situ moisture con- 
servation, groundwater recharge and significant reduc- 
tion in topsoil losses due to wind and water erosion. 
With poor households having access to their own 
woody biomass under ІТС? social forestry programme, 
the pressure on public forests stands reduced. The 
leaf litter from multi-species plantations and the pro- 
motion of leguminous inter-crops enable constant 
enrichment of depleted soils. These forests: enable 
sequestration of carbon, thereby contributing to 

strengthening the plant-led life support system. 


and environmental capital Holds; important ТЕ for | 
policy makers. India can leverage two of its most abun- 


` dant assets—people and land—through promotion of 


wood- and forest-based industry to address a host of 
developmental issues. Promotion of forest- and wood- 

based industry carries the potential for transforma- 
tional change, provided usage of output is linked to rep- 
lenishment. Such a strategy would facilitate land use div- 
ersification through a sustainable model of development 
by supporting value-added wood-based industry such as 
paper, construction and furniture. À new opportunity 
can be opened up through promotion of forest and herb- 
based products for culinary, cosmetic and curative use 
in domestic and international markets. Apart from 
spawning value-adding industry, it will enable the crea- 
tion of substantial employment both on farms and off , 
farms, thus helping to absorb the excess labour inherent 
їп agricultural productivity improvement. Further, 
wasteland development through promotion of wood- 
and forest-based industry can convert over 35 million 


` hectares into productive assets, while simultaneously ad- 


dressing issues relating to biomass depletion, soil erosion, 


India can leverage two of its most abundant assets, people, 


ان نت د ت ی و م ا اھ و ت ہس وہ ت اماک ابت 


to oS a whole host of developmental issues 


ттс bold engagement across the entire тайне chain 
has converted the threats to competitiveness, and the 
quality of social and natural capital into opportunities 
for a sustainable partnership. If a company like rc cho- 
oses the easier path of importing pulp to support a 
3,00,000-tonne paperboard mill based on virgin pulp, 
it would mean foregoing 75,000 hectares of sustainable 
plantations, 27 million person-days of employment and 
nearly Rs 600 crore in foreign exchange annually. 

The growing competitiveness of rres paperboards 
- business and its increasing market strength provide the 
impetus for the company to scale up the afforestation en- 
deavour to cover over 1,00,000 hectares by planting 600 
million saplings over the next 10 years. Such a scale 
would render procurement of industrial timber exclusively 
from sustainable sources into a reality within 10 years, 
benefit nearly 1.2 million people through incremental em- 
ployment and position ПС as a carbon-positive enterprise. 

The tested viability of rrc's social farm forestry 
programme in effectively servicing economic, social 
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water security, ecological balance and biodiversity. 


societal capital has inspired ITC to venture into 
other markets like agarbattis (incense sticks) and 
safety matches. In addition to providing business growth 


T: spirit of partnership towards contributing to 


| opportunities, these forays have enabled the adoption of 


superior processes and will result in better realisations ` 


from the market. The entry into branded packaged . 


foods has created a system of continuous engagement 
with the farmer so that the e-Choupal infrastructure can 
be used to build a developmental model sustained on a 
commercial foundation. The business can thus serve to 
create a much higher order of value across the entire 
value chain from seed to stomach. Similarly, ITC hopes 
that its lifestyle retailing business will grow in strength 
at the market end, which will, over time, create the basis 
for a deeper engagement across the entire value chain 
from fibre to fashion, much like the successes in the 
paperboards, soya and wheat value chains. 
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5 CONCEPT OF THE FAMILY-OWNED BUSINESS 15 AS OLD AS THAT. OF 
commercial enterprise itself. Yet, popular myth, which informs the ` 


І opinions of some people, deems these enterprises as capricious, 


short-lived and small. None of this is by and large true. Worldwide— as іп India—family-owned 
businesses have survived multiple generations, have grown to become multi-billion dollar cor- 
porations, and have continued to make significant contributions to the economy. | 

It will surprise many readers to learn that the oldest family-owned business still in opera- 
tion is the Japanese construction company Kongo Gumi, founded in 578 Ab. It is currently mana- 
ged by the 40th generation! Kongo Gumi is no one-off exception. There are more than 100 
family businesses that are more than 200 years old. Many family businesses have attained conside- 
rable size too: The largest company in the world, Wal-Mart, is a family business. Some of the 
largest businesses in the world, and in India, are family businesses. Worldwide, there are around 
200 family businesses with annual revenues of at least $2 billion (Rs 8,800 crore) each. 


the retail trade, the small-scale industry, and the service sector is run by family businesses. 

Worldwide, family-managed businesses employ half the world’s workforce and generate 

well over half the world's ape. In the United States, 24 million family businesses employ 62 per 

cent of the workforce and account for 64 per cent of the GDP. In India, it is estimated that 95 
per cent of the registered firms are family businesses. BO ess 

In India, family-owned businesses have played and will continue to play a central role in the 


Fes businesses play a crucial role in the economy of most countries. Much of 
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growth and development of the country. In the next 
few paragraphs, I shall outline why I believe that 


Indian family businesses have been and will continue to- 


be key drivers of the economy, and what changes these 
businesses need to undertake to continue to succeed. 
Most commercial enterprises are born as family- 
owned and family-managed businesses. A large num- 
ber of family-owned and managed enterprises remain 
that way—planets in the family-centric planetary sys- 
tem. A smaller number, on the other hand, need access 
to public equity capital and in the process become non- 
family owned. Others:could remain family-owned 


but professionally-managed, either due to lack of. 
interest on the part of the family or due to practical 
„`. necessity. There is, unfortunately, no Rubicon that dif- 


ferentiates a business owned and managed by the 
family from a business that isn't so. Family ownership 
. and management versus non-family ownership and 
management is a continuum; and arguably, some 
firms lie in the grey area of this continuum. For the 
sake of simplicity I shall assume that firms where a fam- 

ily (or, perhaps, a few families) exerts significant 
influence over the firm’s strategy and its destiny are 
family-owned; and, firms where family members— 
unless professionally qualified—do not hold executive 
positions, are professionally-managed. 


long ago as recorded history. With time, the 

contribution of family businesses has gone 
beyond simply paying taxes and employing people. 
During the last 100 years or so, Indian family businesses 
have made significant contributions in three areas: 
The freedom movement: Family businesses were an 


F amily businesses have existed in India since as- 


integral part of the Indian freedom movement. In 


the early years, firms were created specifically to pur- 
sue ideals such as import substitution and economic 
freedom from the colonists. The Godrej enterprise, for 
instance, was started by Ardeshir Godrej i in 1897 
with a vision to promote India's economic freedom. 
Spirit of entrepreneurship: Family businesses have 
done an excellent job of keeping the spirit of enterprise 


alive especially through the 40 years of quasi-socialism. 
The spirit survived onerous taxation and repeated 
government attempts to undo supposed "concentration" 
of economic power. Today, as India competes in an 
increasingly globalised economy, family businesses are 
playing a major role in turning the engines of growth. 
Philanthropy: Lastly, Indian family. businesses have 

played a significant role in giving back to the com- 
munity, To the average Indian, names of large Indian 
business groups are synonymous with philanthropic 
efforts in education, environment, health, culture and 
heritage conservation. And it is not just the large 
groups that have been active—numerous foundations 
engaged in charitable work are supported by scores Ms 
small and medium family enterprises: 


have several inherent advantages that provide 
them with unique strengths: > 
Trust lowers transaction costs: It isa well-documented 
fact that ‘trust’ lowers transaction costs, corruption, 
and bureaucracy. Trust can be a source of significant 


A Iso, family businesses in hela (and elsewhere) 


‘competitive advantage to a family business. In India, fam- 
` ily businesses have often revolved around large joint fami- 


lies. Joel. Kotkin has documented the families of 
Palanpuri Jains from western India, who have established 
commercial colonies in diamond centres as dispersed as 


Tel Aviv, Antwerp, Mumbai, London and New York. 


Today these families account for roughly 50 per cent of 
all purchases of rough diamonds in the world. 

Small, nimble, and quick to react: Family businesses, 
both small and large, tend to be quick to react to 
threats as well as opportunities. There are fewer deci- 
sion-making gates and constituencies to deal with.. 
Very often, the survival of the family depends on the 
survival of the business. This results in sharp and 
decisive action in the face of threats that could. be 
potentially fatal for the business. - 


Information as a source of advantage: Many ‘fanny | 


businesses are private enterprises. This is an advantage 
since a private company can see the strengths and 
weaknesses of its public competitor anda act accordingly 


` import substitution and economic Freedom ou the colonists 
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while the converse is not true. Further, private compa- 
nies can have private strategies to which analysts and the 
competition are not privy. And, private family businesses 
have the freedom to pursue truly long-term strategies 
that are not constrained by ‘quarterly reporting’. 


owever, continued success for the family 
Hs is not guaranteed. I believe that 

family businesses that prosper on to 2020 
will have three clear characteristics: 
m The highest standards of corporate governance; 
m Modern management and technology; and 
Ш Long-term, performance-focussed strategies. 
Corporate governance and the family business: Family 
businesses that can clearly distinguish between family 
interest and company interest—and make hard deci- 
sions when the two are in conflict—will emerge win- 
ners. Good corporate governance in family business 
should promote the long-term good of the company 
and not necessarily of the majority or minority stake- 
holders. It is well understood that neglecting or 
bypassing the interests of stakeholders like sharehold- 
ers, employees, vendors, customers, consumers, the gov- 
ernment, or the society at large is likely to adversely 
affect the long-term interests of the company. Good cor- 
porate governance entails a strong performance ethic 
framework leading to a true meritocracy. It is essential 
for family businesses to acknowledge the distinction 
between ownership and management: Only qualified 
family members should be engaged in the manage- 
- ment of the business and there should be clear roles and 
rules of engagement for both owner-managers and pro- 
fessional managers. Above all, the perception of fair- 
ness should reign. Prof. John L. Ward, an international 
expert on family businesses at the Kellogg School of 
Management, confirms that family businesses with 
“effective governance practices are more likely to do 
strategic planning and to do succession planning. On 
an average, they grow faster and live longer”. 
‘Modern management and technology: In line with my 
thoughts on performance ethic, I believe that family 
businesses should strive to hire the best people, and be 
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capable of recruiting and retaining outside profes- 
sional talent. In a competitive world this is a sine qua 
non. The inability to professionalise management can 
lead to family businesses being shut out of sectors 
that require complex management, scale and constant 
technological improvements. Family businesses should 
be willing to seek and acquire assistance when requi- 
red. The ‘not invented here syndrome’ and ego must 
not stand in the way improving the organisation’s 
capabilities. The successful family businesses will seek 
collaboration—be it with consultants or with other 
firms—to imbibe new strategies and skills. In addition, 
family businesses will need to constantly seek and 
embrace the latest technology and productivity enhan- 
cing techniques such as improvements in information 
technology, communications,TOM, Six Sigma, et al. 
Long-term, performance-focussed strategies: І men- 
tioned earlier that one of the potential strengths of fam- 
ily businesses is its ability to draw up plans focussed on 
creating long-term value. However, there has been a sea 
change in what truly long-term strategy is and what is 
often falsely deemed as long-term strategy. Family 
businesses tend to build ‘long-term strategies’ that 
assume that today's business model and assets will 
not be valuable tomorrow. Long-term strategy goes 
beyond survival: it means investing in technical capa- 
bilities, employees, R&D, brand building, and acquisition 
of customer knowledge. As I mentioned earlier, many 
family businesses are privately held and are not sus- 
ceptible to the pressures of quarterly results. A family 
business can choose to measure its success in terms of 
years and decades, not merely quarter by quarter. The 
smarter ones, I believe, will use this as an advantage to 
create truly long-term strategies, which may not neces- 
sarily yield results in the short-term. . 

Clearly, for Indian family businesses, the path to 
sustained excellence is one that requires willingness to 
change, learn and excel. However, there is no doubt 
that Indian family businesses will be able to make 
the transition and, thus, play a vital role in contributing 
to India's development and make India an economic 
power to reckon with by the year 2020. @ 


the two are in conflict, will emerge winners 
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| CLASS ACTION: LAWSUITS py 
leave tobacco companies 
- poorer by hundreds of bil- 


lions of dollars. These are "brought on behalf Li not only consumers (current 





smokers), but also other entities like former smokers, families of former smokers 


and non-smokers. In software companies, employee happiness and loyalty is 
sought through monetary incentives like stock options and intangible benefits like 
a fun working environment, else ‘value walks out of the door every evening’. The 
Enron saga and Sarbanes Oxley regulation clearly demonstrate the overwhelming — 
impact of regulators and clients’ stakeholders on accounting firms, The Kyoto 
Protocol is aimed at making countries environmentally friendly as it establishes 
legally-binding greenhouse, gas emission targets for them. The ensuing trading of © 
carbon credits creates restrictions for polluting countries and companies while pro- 

viding revenue-earning opportunities for others. | 
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Entities other than investors significantly impact the 
course of business and a company’s future. Today, 
companies are increasingly realising the importance of 
focussing on ‘stakeholder’ value and not just limiting 
themselves to ‘shareholder’ value creation. 

Stakeholders include all entities that have a stake, 
implicit or explicit, in the business. There is a common 
agreement that shareholders, employees, customers, 

` creditors and suppliers have an interest in the business. 
There are, however, other groupings within society, 
environment and government, which have an impact, 
or get impacted, by the business forays and operations 
of a company. All these stakeholders have a stake in the 
firm, and they collectively shape a company’s value, 
profitability, brand and reputation among other things. 
Shareholders invest; talented employees add value 
through their knowledge, experience and skill; cus- 
tomers buy products and services that the enterprise 
offers; and the community looks up to the organisation 
for support on social and welfare issues. In other 
words, a stakeholder is anyone who has a ‘legitimate 
interest’ in the firm. (Source: Donaldson and Preston, 
Academy of Management Review, Vol. 20, 1995), In 
the existing corporate milieu, it is instructive to look 
closely at issues concerning the role, significance and 
interdependencies related to all the stakeholders. By 
doing so, one can appreciate the stakeholder dynamics 
in the emerging corporate landscape in India. 


stakeholders. Some business thinkers argue that 

. shareholder value and corporate responsibility to 
other stakeholders are by definition at odds with each 
other—that a focus on anything other than share- 
holder value is a violation of the fiduciary responsibility 
of the management. The fact remains that corporate 
responsibility to all stakeholders is a prerequisite to deli- 
vering sustainable shareholder value reliably. Clearly, 
stakeholders such as customers, suppliers and 
employees who participate in a company’s value 


I: is pertinent to note that shareholders too are 


chain affect shareholder value. Stakeholders who do 
not formally participate in the company’s value chain, 
such as government regulators and communities, can 
often directly affect shareholder value. For example, 
regulators can promulgate regulations that are either 
cost-effective or overly expensive to comply with, 

and communities can undertake lawsuits or bring 
about boycotts. It is a foregone conclusion that com- 
panies that ignore corporate responsibility towards any 
one or more stakeholders do so at their peril. 


arket forces and corporations impact people 
M= their lives, as much if not more than 
government or regional and international 
institutions. Only those corporations that deliver 
value without robbing value from stakeholders have 
a truly sustainable business. Companies today are 
oe and are being judged more by reputation, 
brand and corporate ethics than merely by financial 
considerations. Some recently published statistics 
corroborate this view: 
W 86 per cent of institutional investors across Europe 
believe that social and environmental risk management 


will have a significantly positive impact on its long-term 7: 
market value. (Source: The European Survey on SRI and => 


the Financial Community, conducted among 302 
financial analysts and fund managers across Furepe, 
Taylor Nelson, 2001) 
W 83 per cent of finance directors believe that a strong 
corporate reputation conveys a valuation premium. 
(Source: FTSE 350 FDs, Edelma, November 2002) 
m 44 per cent of European consumers surveyed are 

willing to pay more for environmentally- and socially- 
responsible products. (Source: MORYCSR Europe, 2000) 
ш 40 per cent of business leaders get new business ideas 
through community activities. (Source: Roffrey 
Park, 1999) 

Virtually every decision to create value has positive 

or negative consequences for other stakeholders like 
employees, communities, customers and the public at 


Companies are increasingly realising the importance of | 


focussing on ‘stakeholder’ value and not just limiting 


themselves to ‘shareholder’ value creation 
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i large. For example, closing a large manufacturing 
¿plant i in.a small community might improve manu- 


live. A major investment in new manufacturing capa- 


sensitivity to what constitutes value for different cate- 
gories of stakeholders is of critical significance. 


co 78 een from a stakeholder perspective, the need 
| S today is to successfully merge social responsibility 
with the imperatives of corporate efficiency. It is 

arid make their money—recent studies have shown 

` that businesses are rewarded when they are ethical as 
well. An ethical practice does not call for profit at any 


adds to the bottomline on à more enduring basis, as 
customers know exactly what they are getting, the 


holders are satisfied that the company is keeping 
them fully informed about its activities. Thus we see 
that while the notion of what constitutes value varies 
widely across different stakeholders, it is the ethical 
management that is able to harmonise this diver- 
gence to optimum advantage. .. 

All this makes it imperative to link stakeholder value 
with the diverse energies and goodwill from cus- 
tomers, dealers, creditors, employees and stockholders 
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ring efficiency and create shareholder value, but > 
d alsó create a lot of pain for people who lose + 
their jobs and for the communities in which they . 


сісу, however, might add value for shareholders, * 
; create new jobs, and bring 3 additional revenue into the : 
community's economy. So, managers today must incre- 
asingly address other stakeholders” concerns, through | 
both their actions and the information they provide on | 
the consequences of those actions. In other words,. , 


not enough for business people to stay within the law: 


cost, but sets up norms for functioning that are clear + 
and transparent in every respect. It is this clarity фас . 


employees are assured that nobody is playing + 
favourites: within the organisation, and the share- . 


are an accurate reflection of their HONO ethics and. ae 


to give their companies a high profil and a healthier. 
` bottom line, General Elec 
. about $800. million. (Rs 3,520 crore) a year on lea- 
‚ dership and training. The Royal Dutch/Shell Group has 
| developed its sustainable development framework 


ctric is reported t to spend 





(SDMF) to incorporate principles of stakeholder res- · 


 ponsiveness and responsibilities into its daily operations 


worldwide. This framework ensures that sustainable 
development of Shell is for the benefit of all stake- 
holders, and brings in the necessary structure and 
consistency to its efforts. ‘Moreover, it publishes the 
‘Shell Report’ to communicate with stakeholders 
about its economic, environmental and social perfor- 
mance, to balance its financial interests with its social: 
and environmental obligations. In India, companies like. 
Wipro, Tata Steel, Mindtree Consulting, Gujarat 
Ambuja, Canara Bank (Source: Praxis, Business Line’s 


` Journal of Management, December 2004) have taken 
«important steps in areas of business ethics and cor- 


porate social responsibility. Their business styles have 


moved away from charity and dependence to. ` 


empowerment and Partnership. 


company by examining solely its financials is. 
giving way to a holistic model of value creation: 
and measurement. This approach re-examines- the 
question: “In whose interest and for whose benefit 


Ts old mode! ofi measuring value ей Буа 


` should the firm be managed?” Such a model com- 
` prehensively evaluates the contribution made by the 


company to all the entities in the big picture—share- 
holders, employees, suppliers, business partners, society 
and the government. (Cracking the Value Code: How 
Successful Businesses Are Creating Wealth in the New 


.. Economy—Richard Boulton, Barry D. Libert, Steve M. 


Samek). This encourages managers to articulate a 


shared sense of value that can bring its core stake- 
in order to leave competitors behind. Business leaders | 
across the globe have set up standards, and are now . 
eyeing the employees, the customer and the и | 


holders together, and propels the firm to generate 
outstanding performance, determined both in terms of 
its overall purpose and financial 1 metrics. © 
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As corporations emerge as Cracking The Value Code 


the most influential institutions 
of modern society, creating 
and distributing a large part 
of wealth, corporate. 
managers need to act 
and perform as 
trusted consti- 
tuents of society. 
Here, it is impo- 
rtant to note 
that the mana- 
gers have to deal 
with various 
stakeholders, not 
all of them viewing 
value in the same way. 
Shareholders are more 
concerned about how com- 
petitive the company is in the 


EVA: Economic Value Added 





profits are a critical feature, 
but concern for profits is the 
result rather than the driver 
in the process. of value crea- 
tion. In the end, noth- 
ing can be more sustai- 
4, hing for a business 
. organisation than 
"when all its stake- 
holders enthu- 
siastically rally 
around it. 
.. Socially res- 
ponsible compa- 
|. nies ensure that 
| their business opera- 
tions, as well as their 
interactions with emp-lo- 
yees, customers and society, 
are an accurate reflection of 





















SVA: Shareholder Value Added 


| Going forward, companies would need to function increasingly _ 


as value generators for all stakeholders and achieve a greater. 


degree of corporate governance and transparency 


marketplace, and what they can expect in terms of 
financial returns. Employees value respect, a stimu- 
lating working environment, job satisfaction and 
appropriate remuneration. Customers want quality 
products at appropriate prices. And finally, the com- 
munity values environmental responsibility and for- 
ward-looking business policies that encourage upward 
social mobility. The task of a manager is to manage 
and respond to all the stakeholders, thereby further 
adding value to the organisation. 

To achieve this, managers must develop rela- 
tionships with stakeholders, keep these relationships 
in balance, and create communities where every- 
one strives to give their best to deliver the value 
the firm promises. In doing so, it is important to 
understand the company as a social institution in 
which diverse groups participate. In such a scenario, 
the shareholder too is an important constituent and 
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their business ethics and values. They believe in 
‘profit optimisation’ and not ‘profit maximisation’. 
They behave as socially-responsible citizens by 
demonstrating respect for human rights and com- 
munity health and adherence to the law of the land. 
They consciously invest time, effort and monetary 
resources to help under-privileged sections of society, 
and preserve the environment for future genera- 
tions. Such corporations strive to be the ‘biggest 
corporation’, in Theodore Roosevelt (1902) terms: 
"The biggest corporation, like the humblest pri- 
vate citizen, must be held to strict compliance with 
the will of the people." 

Going forward, companies would need to function 
increasingly as value generators for all stakeholders and 
achieve a greater degree of corporate governance and 
transparency. They need to be seen and believed by all 
entities as ‘responsible citizens’. · 
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q^ ФҸ A SINGLE PERSON WHOS 
b YA ‘called upon to be know- 

i 3 ledgeable, wise, empathe- = 
tic, a visionary, an implementor, a juggler and a larger-than-life ins iration to over 
1,000 members of a single family for whom (s)he is the guardian and perpetua- 
tor of wealth creation. The person lives in a world where knowledge becomes stale 
by the hour and has the strongest competition imaginable. And, (s)he ha V 
rage of three'years to ‘achieve’. — dE puc 

Leading a business is a tough job in the best of circumstances. The year 
visions of an ‘intellectual economy’—a far cry from the industrial age where hard 
were king and the key competitive differentiator. So, a myriad questions arise. How will | 
the role of the СЕО evolve as we look ahead? What can CEOs do now to lead their co 
panies into the future with confidence? How should they start to evolve and 
themselves and their organisations as we move forward? And should their behavio 
be primarily that of a master or a coach or something entirely different? | ^. 
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like to start with one which could win general 

acceptance; it is easy to visualise the things that 
may remain the same. The CEO will still have the ulti- 
mate responsibility of being the steward of corporate 
assets and being ultimately responsible for its per- 
formance. What is likely to change: ever- increasing 
demands on time, speed of change in the business 
environment, data/information overload and increasing 
globalisation of business. All this could make even a 
superhuman CEO feel that there's no way to win con- 
sistently and in perpetuity. Perhaps the СЕО should 
consider drawing upon true and tried ways to manage 
now and prepare for the future. The СЕО should lead in 
a way that maximises the organisation’s performance 
as it exists today, while being flexible and adaptive, 
equipped with the vision to build an organisation 
team that will succeed in the unchartered waters of 
tomorrow. It is about enabling the right mindset. 

Maximising an organisation’s performance requires 

that the CEO delivers on the following: 
1. Articulating a vivid and overarching goal for the 
organisation. This is critical so as to help drive daily 
behaviour and choices among competing alternatives. 
The vision and priorities are lean and compelling, 
not cluttered and buzzword-laden, so that decisions are 
crisp and clear, not tentative and ambiguous. The 
CEO must convey an unwavering firmness and consis- 
tency in actions, aligned with the picture of the future 
they paint. The result: clarity of purpose, credibility 
of leadership and integrity in organisation. 
2. Being focussed, setting the priorities and taking risks. 
Too often have I seen an overload of initiatives and 
inability to discern what is important. Often companies 
fail due to an overload of initiatives and flitting from 
fad to fad. This creates team confusion, reduces the 
organisation’s credibility and ability, and drains coffers. 
А CEO must set the organisation’s priorities and be pre- 
pared to make choices and take risks. Sometimes 
speed to market is more important than total quality. 
Sometimes an unapologetic CEO directive is more 
appropriate than participatory discussion. Some 


Tk is no right answer. Only perspectives. Pd 
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situations require the CEO to hover closely; others 
require long, loose leashes. Successful CEOs honour their 
core values, but are flexible in how they execute 
them. They understand that management techniques 
are not magic mantras, but simply tools to be reached 
for at the right times. | 

3. Understanding that people are the key. Successful 
CEOs recognise that while we all need organisation 
structures, plans—short- and long-term—in the end an 
organisation alone doesn’t really accomplish any- 
thing, nor do plans accomplish anything. Theories 
of management don't matter much. Endeavours suc- 
ceed or fail because of the people involved. Only by att- 
racting the ‘best’ people in tune with organisational 
needs and culture will you accomplish great deeds. 
4, Understanding that being a CEO means that the buck 
stops here. You may encourage participative mana- 
gement and bottom-up employee involvement. 
Ultimately, the essence of leadership is the willingness 
to make the tough, unambiguous choices that will 
have an impact on the fate of the organisation. We've 
seen too many non-leaders flinch from this responsi- 
bility. Even as you create an informal, open and col- 
laborative corporate culture, prepare to be lonely 
and decisive. Make the hard decisions even if you 
are wrong sometimes. Be credible. Be human. 

5. Responsibility to the stakeholders. Some people will 
get angry at your actions and decisions. This is 
inevitable if you’re honourable. Trying to get every- 
one to like you is a sign of mediocrity: you'll avoid the 
tough decisions, you'll avoid confronting the people 
who need to be confronted and you'll avoid offering 
differential rewards based on differential performance 
because some people might get upset. Ironically, by 
procrastinating on the difficult choices, by trying 
not to get anyone ‘hurt’ and by treating everyone 
equally ‘nicely’ regardless of their contributions, 
you'll simply ensure that the only people you'll wind 
up angering are the most creative and productive 
people in the organisation. = 

6. Execution is the key. All the great ideas and 
visions in the world are worthless if they cannot be 








| implemented rapidly and efficiently. Good cros dele- 
gate and empower others liberally, but they pay atten- 





tic coaches like Jimmy Johnson, Pat Riley and Tony La 


Russa). Bad ones, even those who fancy themselves as. < 


progressive ‘visionaries’, think they're somehow ‘above’ 
operational details. Paradoxically, good. CEOs under- 
stand something else: an obsessive routine in carrying 
out the details begets conformity and complacency, 
which in turn dulls everyone's mind. That is why 
even as they pay attention to details, they continually 
encourage people to challenge the process. | 

Then, how can a CEO accomplish all of these? 
More master, less coach, or vice versa, or neither, or 
both and lots more? What processes can be set up so 
that the CEO has adequate information to execute 
these key tasks? dee 


conclusion that the CEO is a conductor. Purposefully 

communicating with, as opposed to talking at, 
the people in the organisation, By listening strategically 
to their feedback, the CEO listens to both content and 
context of conversations. While team members will 
most often report their input from their functional or 
business perspectives, the leader must be listening 
from the perspective as the steward of the overall 
business vision and model—processing their input 
and how they align with the vision and priorities of the 
organisation. In a world where ambiguity, speed of 
decision-making and first mover advantage are key, 
‘increasingly a CEO cannot not only have the capacity to 
be a master of many varied topics and, therefore, 
must lead in a way that draws others into the process 
as thought partners, rather than dependants. 

It is thus imperative that the dialogue between the 
CEO and the team encourages and accomplishes the 
following: 

m Encourages and inspires individuals to be owners and 
executors of the vision; 

@ Facilitates individual and collective successes and 
identifies where hurdles exist that need to be addressed; 


I f we examine how CEOs work, it is easy to reach the 


Only through understanding, clarification and delegation can a CEO 


be a thought partner with his people. This avoids sole responsibility 


— . for success and encourages all to a sense of shared responsibility 
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tion to details, every day. (Think about supreme athle- — when needed; 


ple. This avoids the feeling of sole responsibility for the 


or her own invalid assumptions. It is critical to be open 





























m Helps gather intelligence from various sources to run. 
the business successfully and make decisive decisions 


Ii Develop in the organisation cohesiveness around one 
common, compelling purpose—the holistic prosperity 
of Family Inc.; and . | | 
m Plant seeds in the minds of the people on new 
ideas, directions that a CEO may contemplate, before 
they are actually rolled out. | 

Only through understanding, clarification and 
delegation can a CEO be a thought partner with his peo- 


organisation's success and encourages all to a sense of 
shared responsibility. The СЕО trains himself to not only 
listen, but also observe the non-verbal reactions of his 
team, noting different reactions to various comments. 
and ideas. The CEO also helps the process by clarifying 
the discussion, keeping it focussed and rigorous. 
Through this dialogue, the СЕО can begin to understand © 
the limits of his or her team and avoid overwhelming 
them. By doing so, the CEO creates the best opportu- 
nity to be understood. 

These conversations also provide rich opportuni- 
ties for mentoring. Points can be made, agendas set and 
information shared. By listening to the content of 
specific conversations, while thinking from the broader 
business context, ће CEO can shape the feedback ina 
way that better aligns his team's actions with the 
goals and values of the enterprise. During these con- 
versations, the CEO assesses the gaps or deficits in the. 
team's collective knowledge. a 
m What are the things that no one seems to under 
stand deeply enough to fulfil the organisation’s col- 
lective mission? "s 1 
@ Where are the gaps in their collective expertise? 

Through dialogue and thoughtful responses, the 
CEO can introduce and model changes in the way the 
team will think about the work going forward. It is 
vitally important for the СЕО to catch and correct his: 


to hearing ideas that may change his or her perspective 
as well. It will not be the first time that a CEO has 
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. Master or coach? I firmly believe that effective CEOs will start to 


model and adapt their behaviour to be much, much more than 


either. And the very mix of attributes will be unique to each firm 


learned something about his or her organisation that 
was new and enlightening, It is also the responsibility 
of a thought partner to equally examine that which he 
or she is asking others to examine. 

This approach reduces the isolation of the CEO, 
sharing the sense of ownership for the decisions 
made in business. It also provides a business pos- 
ture for strengthening the bonds between and among 
people in the company. It positions leaders to be 
thought partners rather than pretending that they 
alone have the answers. Finally, 
need for you to rely on personal power to intluence 
people at work. The role of a leader as coach places 
you in a position to be the best steward of vour 
company's human assets. 

Finally, and critically, the CEO must build trust and 
credibility. The contemporary business organisation's 
fundamental reason for existence is the pursuit of value 
creation. This needs to be appreciated holistically. And, 
so the corporate finds it being cased into actively 


it minimises rhe 
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playing a critical role in enhancing social good and 
being held increasingly accountable for its actions. 
Today, the СЕО has an enhanced role in issues beyond 
delivering greater shareholder value—to think through 
the role of their respective organisations in a larger, 
more vibrant and immediate socio-economic, socio- 
political and socio-cultural universe. 


o, master or coach? I firmly believe that effective 

CEOS will start to model and adapt their behaviour 

to be much, much more than either. And the very 

mix of attributes will be unique to each organisation. 

To end with a thought provocateur—all business 

is human. As wealth becomes more widespread, 

the employee will look beyond cash. And as people 

have more leisure, consumers will look at *other' 

concerns—ethics, environmental issues, social 

returns of an organisation. And these could just 

make the difference. Management fads have no 
place here. Does the future CEO? 


^ MOTOROLA 


The new Moto Razr V3. 
A cut above the rest. 


‘world's coolest phone, the 


razor-thin mobile you'll kill for" 
- Stuff Magazine, Singapore 
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ле, | HAS BEEN CONSIDERABLE FOCUS RECENTLY IN THE 

| E - media and in society at large on the emergence 

| à of women in leadership positions in the Indian 

corporate world. While women have played leading roles in medicine, education and the 

arts, the growing prominence of women in corporate India is a relatively new phenomenon. 

So, have women now come into their own in the workplace? Have we truly empowered 

women to enable them to rise to top positions based on merit and performance? Or is there 
still a glass ceiling? URL дд. pa 






to women. At the same time, the very fact that the rise of women to leadership positions 

is an object of wonder and curiosity underscores the fact that this is still relatively rare. 
The answer lies in creating a true equal opportunity workplace that is completely gender 
neutral: where management is in fact blind to gender while selecting people for job posi- 
tions and promotions. For instance, we at the ICICI group have a large number of 
women in leadership positions—three out of five executive Board members, CEOs of two 
key subsidiaries, and several senior business and operational heads. But 1 notice the high 


I believe that we have made commendable progress towards providing opportunities 
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proportion of women in our top management team 
only when outsiders point it out to me! 

While it is a matter of pride for us that we have 
empowered our women colleagues successfully, this 
is not the result of a special focus on women emplo- 
yees but of a universal management and human 
resource philosophy applied to all our people, irres- 
pective of whether they are men or women. Being an 
equal opportunity employer and a complete meri- 
tocracy, where performance alone is the criteria for 
recognition and growth, has produced a number of 
outstanding business leaders, both men and women. 
We just focus on selecting the best candidates for a 
particular job, and then offer them a fair atmosphere 


2020 


where merit is recognised and rewarded. We have 
done this year after year. As a result of this policy, we 
today have a large number of women in senior posi- 
tions. They, in turn, have become the role models for 
other women in the organisation as well as potential 
women recruits who are attracted to ICICI Bank 
because they have seen equal opportunities in practice 
here, not just a slogan or mission statement. 

As far as companies in general are concerned, 1 
believe that more and more organisations are being 
run professionally—as meritocracies—where talent is 
spotted and rewarded regardless of the gender of the 
person. Working in a financial organisation, I have seen 
many leading companies from close quarters and this 








The fact that the rise of women to positions of leadership - 


is an object of wonder and curiosity underscores the truth 


that this is still relatively new and rare 
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is a distinct impression I have come back with. Some 
recent trends have reinforced gender equality. In 
earlier years, the economy was dominated by manu- 
facturing companies where women were confined 
to ‘support’ functions, generally at lower levels, 
because of perceived physical limitations. There were 
more men working in factories and therefore there 
were more men heading such organisations. However, 
with the increasing predominance of the services 
sector, there are no such perceived physical limitations 
any more, and women are shining through. This is not 
хо say that women are confined to the services space— 
some of our leading industrial companies and 


companies in emerging knowledge sectors are led 
‘by women today. Women have conclusively proved 
that they display the full range of skills—technical, 
financial, managerial, communication, creative and 
-Jeadership—needed to head an organisation. 





p hile creating a gender-neutral workplace, 
we must not lose sight of the fact that 
women do have special responsibilities 

and therefore, special needs at times. Children and 

` family responsibilities are the most obvious. Many 
women drop out of work typically when they have 
гае, and then many of them do not find suitable 

“avenues to get back to work. This is an important 

factor behind the relatively low number of women 

reaching top levels in organisations. We need to 

. understand this phenomenon properly and look at 
< ways to ensure that we do not lose talented women 

because we are not supportive of their special needs. 

In India, we have the advantage of strong family sup- 

.. port systems. But the mother is the anchor of the 

`‘ family in our culture, and increasing nuclearisation 

of families places greater demands on her. Organi- 
sations must be creative in addressing this issue, 
with flexible work schedules, longer leave periods 
and full use of technology to reduce the need for 
women to be physically present in the office for 
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work. Most importantly, all this should not be seen 
as doing the woman a favour; it should be an integral 
part of the organisational process and should not 
impact performance evaluation or assessment of 
growth potential. |... : 

Looking once again at our own experience in the 
ICICI group, we believe that we have a strong per- 
formance-driven work culture that challenges our 
people to strive for higher levels of achievement. The 
demands placed on our people in terms of per- 
formance are independent of their gender. However, 
we also recognise a person’s responsibilities and 
commitments towards family and society. This 


While focussing on equal opportunities at work, it is 


important to note that these are meaningless without 


equal opportunities at the grassroots level | 


sensitivity enables us to be accommodative to a 
person's needs outside work. I must add that this also 
applies to all our employees, both men and women. 
I see many of my male colleagues taking time off to 
attend a child's school function or even to baby-sit 
while their wives are busy. A common sense-driven 
and sensitised approach has enabled us to retain 
employees and help them tide over certain periods 
of their lives, particularly for women, when personal 
life demands special attention. It gives us great satis- 
faction that most of our senior management today 
have young children, which means that we have 
indeed been able to have people rise to leadership 
positions while having full and happy family lives. 


hile focussing on equal opportunities at 

work, it is important to note that these 

are meaningless without equal opportuni- 
ties at the grassroots level. A girl must receive equal 
care, opportunities for education, family and social 
support, and opportunities for employment and 
career growth. While we as a country and various cor- 
porate citizens are working towards this, a great 
deal needs to be done to create a larger socio-eco- 
nomic transformation—a society where all people 


` have equal opportunities, and the best people reach 


leadership positions and ‘call the shots’. - 
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NEXT GENERATION AUTOMOBILE WILL POLLUTE LESS; IT TWEL USE: 
up fewer resources; more people will own one; and it 
will constantly communicate with other automobiles to 
: minimise road congestion, emission and accidents. 
While the automobile may transforni in other ways as well, the etolarion will be 
' driven as much Бу pressures of civil society and public policy as by the compulsions of 
^. competition and the free market. 
... In recent years, the automobile has become more attractive, shapely and colourful. 
. While improved aesthetics is the result of design creativity arid innovation, the more. deri 
© sive evolution of the automobile has, perhaps, taken place elsewhere. ` 
In the last two decades, the power of the internal combustion engine has more inant! 
doubled. In response to legislation like the Clean Air Act in the Us, its emissions are down 
` sharply. The fuel efficiency of the internal combustion engine is far Speo. now than before 
- the oil crisis of the 1970s. 
This evolution was clearly inspired by macro and social concerns. dn future too, the evo- 
+ lution in the automobile will be a response to community concerns on energy, environment 
and affordability that will accompany the р of the global autótisobile market. 
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Aspiration for the automobile will accelerate. By 
many accounts, the automobile industry is today 
poised for significant growth over the next two 
decades. Experts predict a dramatic increase in 
automobile ownership in countries like India, China, 
Korea, Brazil and Russia, without suggesting any 
major let-up in the secular growth visible in the 
developed economies. 

Goldman Sachs has predicted that automobile 
ownership in China, for instance, will go up from 
15 per 1,000 people to 32 per 1,000 people by 2010. 
In India, this figure will go up from eight to 12 cars per 
1,000 people. 

Certain other experts speak of India as being at the 
"inflexion point", from where a sustained 20 per 
cent annual growth in automobiles is likely. Even the 
most conservative projections settle for nothing less 
than a 12-15 per cent long-term annual growth. These 
experts also project a sharp growth in energy con- 
sumption to feed broader economic growth, including 
mounting automobile ownership. 

This growth in automobiles will not spread evenly; 
it will most likely be skewed in favour of the pros- 
perous zones within these countries. As such, the 
impact of a concentrated automobile boom on the civil 
society in these zones will be that much greater. 

There may, thus, be a scenario where the automo- 
bile industry will foster economic and employment 
growth, but equally, face criticism for its impact on 
energy, environment and the quality of life. More 
and more people will want the joy of mobility, without 
the community willing to pay such a high price for it. 


responded to this. In London, for instance, car 

users wanting to enter select areas in the centre 

of the city have to pay a congestion charge of £5 

(Rs 420) a day. The revenue from this is used to 
improve public transport in these areas. 

Although there are protests from retailers in the 

area alleging a decline in business, car traffic in the 

designated area has come down by 10 per cent. The 


A lready, there are pockets where public policy has 
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London authority is yet to meet its targets for revenue 
and decongestion, leading to fears that the toll may be 
extended to other areas! vg 

- A more comprehensive i initiative has taken place in 
the Colombian town of Bogota, where the local 
mayor is determined to "squeeze out" cars from the 
roads and make way for pedestrians and green spaces. 
He is clear that he will not invest public money in fly- 
overs or similar activities that encourage car use. 
Instead, he will secure more bang for the buck—and 
votes—by spending on public tramper, parks, public 
amenities and bicycle tracks. © = 

In Shanghai, the anthiotities are able to contain the 
number of cars by restricting the number of vehicle 
registration numbers available. These numbers are 
tradable, though, and the | going rate is close to $4,000 
(Rs 1,76,000). 

The experience in Singapore à is widely known, 
where the number of vehicles is regulated through a ve- 
hicle quota system. Users have to bid for a limited num- 
ber of "certificates of entitlement" and also pay a 
“quota premium" before they can ply their vehicles. 

These are yet isolated instances of concerted civil 
action to restrict use of automobiles. But over time, it 
will be a key factor in shaping the agenda of research 
and development in automobiles. 


ne of the ways in which the industry will 
О respond to this is by increasing the efficiency 

of automobile and road use through use of 
information technology (tr). While tr has improved 
efficiencies across the entire range of economic activity 
starting from investment. capital to raw material 
inventory to customer relationship, its potential for 
reducing road cóngestion, driver fatigue, accidents 
and energy consumption is yet to be tapped. 

The industry will deploy tr to reduce *wastages" in 
road use arising out of information gaps, such as traffic 
jams and search for parking space. The automobile will 
be completely geared to gather and interpret infor- 
mation on a range of subjects such as traffic conditions 
in the city centre, the distance between one automobile 


The automobile industry would foster economic and employment 


_ growth, but equally. face criticism for its impact o on п energy 
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and another, and other “driver-assist” information. 
There is early success in the use of GPRS and 
telematics, and this will evolve into a broad-based sys- 


apable of offering customised and real-time infor- 
mation to the user, | 


rse of IT will be one route to reducing energy 


innovation in engine technology. While internal 
combustion engines will continue to improve at a rate of 
1-1.5 per cent in terms of fuel efficiency, power and emis- 
sions, the next generation vehicle will mostly likely 
liave broken off from this 20th-century technology. 

The first small step in using technology to reduce 
energy use and contain air damage is to enable more 
environment-friendly fuels like LNG and CNG This is in 
à nascent stage in India. 

The next step is hybrid vehicles, like the Toyota Prius 
or Suzuki Twin Hybrid, which can be powered by 
‘both an internal combustion engine and an additional 

source like a battery. Although there are issues of cost 


and performance owing to integration of two tech- 
nologies, hybrid vehicles are indeed a cleaner option. 
At the frontier of engine technology is the fuel 


ent is just water, It is also more efficient, as it works by 
converting hydrogen and air into electricity, which in 
turn powers the automobile's motors. 

The promise of the fuel cell has fostered colla- 
horations among automobile companies on both 
ends of the globe. While even the most optimistic 
projections see a mass-produced fuel-cell vehicle as 
being some: years away, this will certainly be the 
most significant point of difference between a vehicle 
of this generation and the next. 


ven as the automobile acquires sophisticated 
information systems and new engine tech- 
nology, and generally becomes safer and more 
reliable, the industry, will continue to work on 
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m where every automobile is part of а network 


consumption of automobiles, The other will be- 





cell, the zero emission option where the vehicle efflu- 


cost and affordability, | 

Much of the scorching growth predicted fot ithe 
automobile industry will be on account of first-time 
buyers, making affordability a an important attribute of 
the next-generation automobile. = 

A large part of the economies will come ‘from col- 
laborations between manufacturers апі “communis: 
sation” of vehicle platforms. As vehicle life cycles 
shrink, manufacturers will be under pressure to keep 
costs down and reduce time to market for new models. 
This will foster sharing facilities among manufacturers, 
collaborative research and closer involvement with 
component suppliers. 

Advanced technology and ‘forbes i in the next- 





generation automobile need not preclude affordabi- 


lity. They could facilitate it. Fuel cell technology, 
though prohibitively expensive at this stage, promises. 
to bring down the cost of maintenance, Even the 
cost of the fuel cell engine itself i is down to 5 per cent 
of what it. was a decade ago. 

Car makers like General Motors are already 
talking of how a move from mechanical systems to. 


This i is perhaps the best phase i in the history of the automobile. 


—————————————— Án 


It is prettier, safer and more aspired to than ever before. Just 


—————— ————————— M À 


the right time to shift gears and evolve to the next grade 


electronic controls will redefine he economics vof the 
automobile. As electronic controls take over 
(ва itated, incidentally, by fuel cell engine tech- 
nology), the chassis may not need to be linked 
mechanically to the body. BUMS 

In that situation, it may be possible to combine 
alternative automobile bodies with the same chassis. 
Assuming the life of a chassis is 20 years, the body of the 
vehicle can be “renewed” every few years to yield a new 
automobile each time! Clearly, this flexibility will have 
profound consequences for the automobile business. 

Although these options are still being assessed and 
debated, they give us the hope that sophisticated tech- 


. nology may not be inconsistent with affordability. 


In over a century, of its existence, this is per- 
haps the best phase in the history of the automobile. 
It is prettier, safer and more: aspired to than ever 
before—just the right time to: shut g gears and evolve 
to the next grade. . W 4 
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By ANAND MAHINDRA. 


Vice-chairman and Managing Director/ Mahindra & N ahindra _ 


e 
m YEARS AGO, IF YOU HAD ASKED THE AVERAGE PERSON TO PAINT 
| \ you a picture associated with the word ‘invention’, he or she 
1 would have conjured up a scene of a vast clinical-looking space, 
infested by hordes of busy gf -looking, white-coated, bespectacled technicians surrounded 
by an array of vats, test tubes and electronic monitoring machines. | 0007 

Today, if you make the same request to the average bystander, you will be presented with 
a completely different scenario. Most likely, the picture will be of a ramshackle garage, still 
occupied by vats and test tubes, but completely cluttered and untidy, with perhaps a solitary 
human inhabitant looking contemplative while wolfing down Chinese take-out cuisine. — 

This is because in the 1950s, most people thought that giant American multinational cor- 
porations—masters of the universe—had perfected the process of innovation and made it more 
systems-driven and predictable. 

Indeed, many of the dominant players in the appliance, engineering and pharmaceutical 
industries had invested monstrous sums of money on enormous laboratories that housed gradu- 
ates from prestigious universities. This bunch of the best and the brightest was meant to regu- 
larly churn out a host of innovations that would boost the corporation’s income streams. 









120 BUSINESS TODAY JANUARY 16 2005 











25 CEOs and Thought Leaders on India in the year 2020 


became steeper, and especially when the informa- 
tion technology era first presented itself, it became 
apparent that the original paradigm of the ‘garage 


E subsequent decades, as the technology trajectory 


inventor’ was alive and well. In fact, even during е, 


1950s and 1960s, there were agna more breakthro- 
ugh inventions made through solitary quests and sere- 
ndipity than in the laboratories of mega corporations. 
It is quite another matter, of course, that those inventions 
were rapidly acquired and monetised by large companies. 
The notion of innovation being a decentralised. and 
individual-driven phenomenon took even stronger root 
during the internet boom of the 1990s. I recall the 
vociferous advice of a young Californian who was 
_. helping our group float a dot-com initiative at that 
time, that we should strictly limit the size of the startup 
team to nine people, and resist demands to escalate their 
allocated budget, or else we would not benefit from the 
so-called ‘garage effect’. He proved his point by disap- 
pearing to Pune with a shrunken team, locking himself 
up with them in an impromptu office, and delivering the 
website in an unimaginably short period of time. 
Small wonder then that large corporations around the 


world have changed their approach to the manage- ~ 


ment of innovation. The giant labs may still be built, and 


` the investment in shiny new equipment continues, but the 


human resources are increasingly structured as clusters 
of small business-driven innovation units, which create 
their own physical spaces, forming, in effect, ‘garages’ 


within the umbrella research centre, much like the con-’ 


cept of boutique stores within a large department store. 
The clusters have focussed objectives and are incen- 
tivised to deliver breakthrough results. The size and 
composition of these teams may vary, depending on 
whether the. projects they are working on are main- 
stream, or are of the shot-in-the-dark variety. At 
Mahindra, we call the latter ‘skunk’ or ‘sand-pit’ teams. 


around the world, no one will deny that in. 


Е: though such approaches are bearing fruit 


terms of sheer numbers, the majority of 


innovations still emanate from. widely dispersed: 


individuals who are driven by their own motivational 
ghosts. In India, the champion of such endeavours is 
the National Innovation Foundation, chaired by the 
indomitable Dr. (R.A.) Mashelkar and administered by 
the tireless ИМ professor, Anil Gupta. 

Anil has set up a network that monitors, encourages 
and rewards a multiplicity of inventors who thrive in 
mainly rural areas. Some examples of this breed pro- 
vide true inspiration. 

The first prize in 2003 in the ‘general machine 
category of the NIF awards went to Radhey Sham 
Tailor, 62 years old, апа Nathulal Jangid, 52—residents 
of Sikar, Rajasthan, one of whom is a commerce 
graduate and the other a fifth standard dropout. In 
1999, during a bus journey through Rajasthan, they 
looked out of the window and saw labourers. dig- 


. ging trenches under the scorching desert sun. Unable 


to forget their plight; they went back home.and inven- 
ted a trench-cutting machine attached to a tractor, 
which could dig 65 metres of trench per hour. They’ve 
already sold 15 such machines for Rs 1.5 lakh each. 

Or take the case of Yusuf Khan, alias the 
‘mumphalli machinewala’, who won the first prize in 
the farm equipment category. Khan is an eight standard 
dropout who runs a small tractor-repair workshop in 
a groundnut-growing region. Farmers would often tell 
him how difficult it was to get labour during the har- 
vest season, and how they wished their lives could be 
made easier. Tinkering around for a year, Yusuf pro- 
duced a machine that could draw power from a trac- 
tor and dig out as many groundnuts from one hectare 
of land as a hundred labourers. Additionally, it sifts out 
all the mud from the groundnuts. Not bad for some- 
one who never finished school! 


ber of such innovations since the onset of libe- 
ralisation in India. As a consequence of the 
growing aspirations for a better life, the dramatically 
improved confidence in our own technical capabilities, 
and the significantly greater prospects of being 
rewarded through entrepreneurial initiatives, the 


T here is a clear trend of the increase in the num- 


Even В the po and 1960s there were more 


о. in the laboratories of mega corporations 
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number of patents, both domestic and international, 
filed by Indians have shown a sharp rise. The num- 
ber of patents filed is an excellent metric for mea- 
suring the innovative nature of a society or country. 
Of course, this presupposes a widespread aware- 
ness of the gamut of Intellectual Property Rights 
(PR) issues, but such awareness has risen sharply in the 
Indian corporate sector, and thanks to bodies such as 
the МЕ, in rural areas as well. 

Interestingly, this is one of the areas in which we 
are neck-and-neck with China. However, when we 
compare ourselves to the western world, or to South 
Korea, we are still laggards, and clearly there’s a 
long road we need to travel before we can claim to be 
a ‘knowledge society’. 


o what are the lessons learnt from the global 

experiences of the innovation process, and what 

are the imperatives that we can derive from 
those learnings that would assist us in moving more 
rapidly down the innovation highway? Га like to 
consider just three lessons, and three imperatives: 
Lesson one: A democratic society and a market-driven 
economy are clear pre-conditions for the institutiona- 
lisation of a culture of innovation. An unruly demo- 
cracy like ours is often labelled ‘chaotic’, but we could 
credibly postulate that chaos is a better instigator of 
creativity than heavy-handed authoritarianism, which 
promotes conformity and abhors individualism. 

Supporting this contention is the fact that the 

rate of innovation in India has accelerated since 
liberalisation, and that we have caught up with 
China in this sphere, despite our late start in the 
reforms process. 
Lesson two: Societies that discourage the fear of failure, 
and celebrate innovators and their efforts, usually 
exhibit a high rate of innovation, and hence a high rate 
of patent filings. 
Lesson three: Successful and innovative countries 
have invested, whether intentionally or fortuitously, in 
what I would loosely term the infrastructure for 
innovation. This ‘infrastructure’ includes physical 


elements such as communications and connectivity, but 
more important, a regulatory environment that enfor- 
ces a strong IPR regime, encourages copious sources of 
venture capital, and facilitates speedy corporate estab- 
lishment and transformation. 


hat imperatives, then, ought to be derived 
\ Y / from such lessons, both for Indian companies 
and for the governance of the country? 
1. It is clear that given our relatively late start in 
economic liberalisation, we will take a while to catch 
up in the innovation race, as reflected by patent filings. 
However, the recognition that there is a correlation 
between market reforms and the innovation process 
should be one more weapon in the armoury of libera- 
lisers in the government against those who would 
retard the reforms process. For Indian companies, 
there is a clue here that there is no real benefit living 
in a democratic society if the internal structure of a 
corporation is autocratic. To unleash the latent crea- 
tivity of its people, an organisation must break barriers 
that inhibit free expression. In addition, companies 
need to promote an internal market economy that 
encourages and appropriately rewards innovation 
and enterprise. 
2. Failure is not enjoyable for anyone, nor should it be, 
but neither need it be so stigmatised, especially if it is 
the by-product of entrepreneurship. Research shows 
that out of 3,000 new ideas submitted for industrial 
development, about 125 fructify into small projects, of 
which just nine will result in significant development, 
four into major development, 1.7 are launched, and 
only one will succeed! So, failure is inevitable. The great 
risk is that applying stigma to failure makes potential 
entrepreneurs risk averse, and we lose out on their pos- 
sible success. We should avoid forgiving scamsters, but 
we must admire honest serial entrepreneurs who alw- 
ays get up after a fall, and we must, without fail, 
celebrate innovators, be they pure scientists or entre- 
preneurs. Award functions for Bollywood are now a 
dime a dozen due to their commercial broadcast 
potential, but we need to find a way to promote 


We should avoid forgiving scamsters, we must admire honest 





_serial entreprenuers who always get up alter a fall and most 





importantly we must celebrate innovators 
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If the planet is to survive, India must become the world’s laboratory 


where innovative solutions are developed to combat communalism, 


poverty, urban chaos and environmental degradation 


many, many more award ceremonies for those non- 
celebrity innovators whose work dramatically improves 
the quality of our lives. 

In President Kalam, we have a true champion of 
innovation and its devotees, but the CEO of every 
company needs to emulate his cheerleading. Like 
him, every corporate leader needs to set stretch goals 
that test the limits of our potential. Ironically, we 
stretch ourselves very little for a nation that invented 
the science of stretching—yoga! 

3. We need to move swiftly to install our own infra- 
structure for innovation. The broadband revolution that 
is underway will sort out connectivity issues and enable 
the creation of a widely-available base level of know- 
ledge and information, apart from disseminating 
knowhow on IPR matters. But the crying need is for 
more plentiful and widely-available venture capital, 
particularly for small innovations attempted by rural 
entrepreneurs. What we need is some sort of micro-ven- 
ture capital system, akin to the famed micro-credit sys- 
tem popularised by the Grameen Bank. Finally, if we do 
want an environment in which serial entrepreneurs 
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and innovators thrive, then we must foster a system that 
de-bottlenecks the establishment of new companies and 
that permits the speedy dissolution of legitimately 
failing enterprises. Serial innovators do not last long 
with millstones around their necks. 


hese imperatives cannot become inevitabilities 

without strong willpower and execution. So 

will Indian innovation become yet another vic- 
tim of the age-old story of poor implementation and 
poor infrastucture? Perhaps, but I do not believe we 
will let this happen. 

A Chinese economist once told me that the needs 
of China’s population were so great that China was 
“condemned to growth”. 

In India, we face enormous problems that are 
faced by most developing countries. If the planet is to 
survive, then India must become the world’s laboratory 
where innovative solutions are developed to combat 
communalism, poverty, urban chaos and environ- 
mental degradation. 

India, therefore, is condemned to creativity. 
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By ARUN MAIRA 


Chairman/ Boston Consulting Group (India) 


LARGE AND DIVERSE GROUP OF INDIANS RECENTLY DEVELOPED SCENARIOS OF 
what type of country India would become by the interplay of forces that were. | 
becoming evident in the country. The group included economists, bureaucrats, 
industrialists, political leaders, educationists and social workers. There were also students, 
village women and homeless street children. The many diverse perspectives produced fiche: 
insights into the aspirations and apprehensions of people. Four possible scenarios emerged, 
signs of which are already visible. Any one of these scenarios could overtake the others if. 
the forces shaping it were to prevail. A young woman produced four pictures to describe 
these scenarios vividly. One of them was called “Buffaloes Wallowing”. It showed a. 
group of buffaloes wallowing together in a pond while a child waited on the side. The buffa- 
loes represented leaders of various constituencies of Indian society. The child represented - | 
the young people of India. When one buffalo wants to move, others prevent it and so they 
all keep wallowing. But how long can the children wait? 
India has the largest number of young people in the world today, There are only two coun- 
tries in the world with a billion people—China and India. China curtailed the production of 
children with its ‘one child’ policy while population control sputtered i in India. We have 
approximately 65 million children below 15 years of age, and as many as 400 million young 
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people below the age of 23. These young people will, 


hopefully, join the ranks of working people in the next. 


few years, thus creating a huge surge of productive acti- 


“уйгу, incomes and savings. This is the ‘demographic 


: dividend’ on which the famous BRICS report bases its 
projection that India will be the third largest economy 
in 2050, behind China and the us, and way ahead of 

‘Japan and Germany. India's young people can be an 
asset to the global economy because while India's 
population will be getting younger over the coming 
decades, the population of all the developed countries, 
including those of Russia and China, will be getting 

older. The richer countries will face a shortage of wor- 

king age people while India will have a surplus. There- 
fore, India can bring in more than $200 billion (Rs 8.8 


lakh crore) of revenues every year from the richer: 


countries and create 40 million additional jobs by 
providing a variety of services to the rest of the world. 
Demographics are predictable. If enough children 
have not been born in rich countries and in China in the 
past decade, there is no way these countries can now 
increase the number of working-age people in the next 
20 years, except through large immigration inflows, 
“which they may not allow fearing social and political 


ramifications. India is bound to have enough working-. 


‘age people because the children are already born. 
However, their future depends on the shape the Indian 
economy and society will take over the next few years. 
It depends on the decisions and actions of many leaders 
in India—in political parties, the bureaucracy, civil so- 
ciety and business. The consequences of not making the 
necessary changes are frightening. India could end up 
with a mass of unhealthy, under-employed and frustrated 
young people—a veritable cauldron for brewing violence. 


he capabilities and spirit of our youth are critical 
` determinants of India’s future. The two vital 


ingredients of our youth's capabilities are their 
health and education. Millions of Indians have Бееп 


lifted out of abject poverty. Now, while fewer Indians 


may die of starvation, it is shocking that as;many as 45 : 


per cent of India's children are malnourished. This 


- are their health and education 
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makes them vulnerable to deteriorating health as they 


` grow, which is a potential burden on society that is not 


factored into the calculations of the demographic divi- 
dend that are based purely on the number of people. 
The causes of malnourishment are multifarious, and 


. rooted in systemic problems of food availability and 


low incomes compounded by traditions and habits. 


: Quick fixes are not obvious. Therefore, many agencies 


will have to think together and understand what the 
root causes are and determine how they may be effec- 


_ tively addressed. Scenes of starvation may spur vigorous 


responses from society. But malnourishment is barely 
noticed. Some recent efforts to focus on this silent killer 
have shown that it is neither easy to get people’s 
attention nor simple to get agencies to work together. 


` But the longer we take, the greater the burden on our 
- society in the decades ahead. 


Fortunately, the attention of Indian society and its 
policy-makers has turned to the health of our educa- 
tion system. All parts of the system require urgent atten- 


- tion. The problems are relevance and efficiency. The 


content of education must be relevant to the future lives 
of the learners and must be delivered in a manner that 
fits the condition of their present lives. The standard 


. classroom model of education is not satisfactory. It 


generally does not foster the desire to learn. And it does 
not create abilities to engage productively with the 


= needs of the emerging economy. Moreover, it is very 


inefficient in the use of physical and human resources. 
Alternative models are emérging that can provide 
cost-effective education and in ways that fit the lives of 


' people. For example, the model for adult literacy 


developed by Tata Consultancy Services enables a grown 
woman to learn to read in 12 weeks in 30 to 40 conve- 
nient one-hour sessions, at a.cost of only Rs 100! 


. Other initiatives are also noteworthy—such as the UGC's 
scheme to add a vocational stream to arts, commerce 
' and science courses through which India churns out over — 
` seven million ‘general’ degree holders every year. 
` The addition of a second stream to their curriculum, 


enabling them to earn a second degree alongside, 
will improve their employability. However, the biggest 
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obstacle to the introduction of such innovations is 
the rigidity in the policy framework that impedes the 
grant of more autonomy to educational institutions, 
changes in their curricula and willingness to allow the 
private sector to play a larger role. Therefore, the child- 
ren wait for better education while the buffaloes wallow. 


that emerged from the process mentioned ear- 
lier was an evocative picture of “Fireflies 
Arising”. In this scenario of India’s development, 
women and youth had a large role in thousands of 
local initiatives all over the country. In this scenario, 
people were not waiting passively for the buffaloes to 
move, but had taken initiatives themselves. Young peo- 
ple were no longer a burden to be provided for, but were 
agents of change. The picture showed millions of fire- 
flies, each carrying his or her own light, rising from the 
gloom and collectively brightening up the world. 
Five major forces were analysed that together, 
can bring about this desirable scenario. Society and 
policy-makers must strengthen these forces: 


T he most hopeful of the four scenarios of India 


imbibing. I believe that a society like ours that 
wishes to combine the power of market-based capi- 
talism, which requires people to look after their - 
own interests, with an inclusive model of develop- 
ment and growth, must foster two values in all its 
citizens. The first is respect for public property, 
not merely one's own, because Indians are notorious 
for dirtying public places while maintaining spotlessly 
clean homes. The second is to use the power of 
authority granted by society for the benefit of the 
weak rather than for the aggrandisement of oneself 
and one's cronies. We need many more role models 
who practice these values and, thus, teach children, 
rather than by preaching in classrooms and seminars. 

The India scenarios exercise also addressed these 
issues, It analysed different role models of leaders—who 
they are and what they do—before our youth. One 
model is a person who has a high position and title and 
is called a ‘leader’ even if he or she does not do any- 
thing to improve our society. This was the model 
within the scenario of “Buffaloes Wallowing". Another 
model, embedded in another scenario with a picture of 


frustrated young people—a veritable cauldron for brewing violence 


m Proliferation of rr, broadband and communications 
technologies to empower women and children in the 
rural and poor urban areas by providing them access 
to education and governance; 

m Improvement of education content and information 
to make them relevant to the lives of people; 

m Fostering local initiatives through changes in gover- 
nance structures and support through micro-finance, 
trained volunteers, etc; 

m Propagation of successful stories to provide hope and 
insights to others and thereby ‘splash around’ the 
benefits of development and growth; and 
Development of new models and skills of leadership 
(about which I will say more). 


Imost every discussion about India's future 
BA to the need for a new breed of ‘leaders’. 
nd almost every discussion about education 

raises the issue of the values our children are 
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a strutting peacock, is a person with wealth. This 
model is coming into greater prominence in India 
with wealthy people celebrated in the media. A third 
model, in another scenario, is a person who is feared 
because he has the power to hurt, like some of our less 
savoury political ‘leaders’. 

However, it is the fourth type of leader that we 
need. These are people who care for a. cause and not 
merely their own benefits. They take the initiative to 
act and do not wait around to be told to do some- 
thing. They have open minds and learn the ideas that 
will help them attain their goals. They collaborate 
with others knowing that they do not themselves 
have all the resources and authority required to 
obtain their goals. Thus, they encourage others to fol- 
low them towards a shared goal. These are the 
‘fireflies’ that Indian youth must be for India to 
emerge as the great country that the vast number of 
its young people can make it. @ 
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Ву KIRAN MAZUMDAR- SHAW | 


Chairman & Мн Director/ Biocon: 


1 


V YEARS OF STRUGGLE, THE INDIAN BIOTECHNOLOGY INDUSTRY. t 
is gaining traction. At present, the market size is esti < 
“. i ( mated at Rs 4,400 crore (about $1 billion) encom- 
passing agri, pharma and industrial biotechnology. Although this figure is a fraction of the reve- 
nues of global biotech majors like Amgen or Genetech, I would argue that Indian biotechnology 
‘is poised to leverage its scientific skills and technical capabilities to make a ‘global impact, that Es 


7 тоо on a strong innovation-led platform. | 





India, like the rest of thé world, recognises biotechnology as ‘the next big economic _ 
opportunity in the knowledge sector. Today, biotechnology is playing an increasingly 


_ important role in combating life-threatening diseases, augmenting food and agriculture = 


and addressing environmental sustainability. The biotechnology. sector is already show- 
casing India's potential to attain leadership in vaccine production, genetically-modified 
crops and clinical development. Global success for Indian Pitch neto will иу 
depend on creating the lowest cost base for innovation. 

In India, biotechnology as a business segment has the potential of g generating revenues of 
$5 billion (Rs 22,000 crore) and creating one million skilled jobs over the next five years 
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through products and services. This can propel India 
into a significant position in the global biotech sweep- 
stakes. Not surprisingly, there is an emerging group of 
believers in India’s biotech capabilities from leading 
venture capitalist (vc) Vinod Khosla to globally- 
renowned biotech personalities like William Haseltine, 
Founder-cEo of Human Genome Sciences. 

Khosla, for one, thinks it is time for India to play 
a lead role in biotech and nanotechnology by exploiting 
its vast resource and talent pool. “India can emerge as 
a front-runner in these next-generation technologies 
since a good beginning has been made." Haseltine is on 
record saying: "India is in the process of enormous 
change and the biotech industry here offers immense 
opportunities for domestic as well as overseas firms." 


the early days when pioneering companies like 

Biocon were starved of vc funding. This, despite 
the fact that the Indian government had identified 
biotechnology as a thrust area for development way 
back in 1986 when it set up a dedicated Department 
of Biotechnology (DED. The department had well- 
defined objectives of setting up several centres of 
excellence in research and academic institutions focus- 
sed on biotechnology-based programmes. In addi- 
tion, universities were also encouraged to introduce 
both graduate and post-graduate (PG) programmes 
specialising in biotechnology. 

These initiatives provided a strong foundation 
and the skilled resource pool that is vital to creating a 
sustainable biotechnology business. We have 40 
National Research Laboratories employing 15,000 
scientists. There are more than 300 college-level edu- 
cational and training institutes across the country 
offering degrees and diplomas in biotechnology, bio- 
informatics and the biological sciences, producing 
nearly five lakh students annually. More than 100 
medical colleges churn out 17,000 medical practi- 
tioners per year. About three lakh PGs and 1,500 
рз qualify in biosciences and engineering each year. 

Despite these advantages, the handicap of having 


9 uch positive endorsements are a far cry from 
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no financial backers forced early biotech companies to 
adopt services or generic products as a business strategy. 
Biocon, for example, started as a joint-venture with a 
strong R&D focus on enzymes, leveraging India's low 
cost advantage. Shantha Biotech opted for generic 
Hepatitis-B vaccines. From this modest base, the sec- 
tor has gradually built critical mass both in terms of 
infrastructure as well as markets. 

Now, vaccine producers from India (Serum 
Institute, Bharat Biotech, Shantha Biotech, Panacea 
Biotech, Wockhardt, Bharat Immunologicals) com- 
mand a global leadership position that has been well 
recognised by international organisations like the 
World Health Organisation, The Gates Foundation and 
others. Biogenerics is another area where Indian com- 
panies are rapidly gaining a global vantage position. 
Biocon and Wockhardt, between them, can address 
Asia's insulin requirements. In agri-biotech, India has 
the potential to be a leading supplier of genetically 
modified seeds to the world. India’s chemical engi- 
neering skills make us potential world leaders in 
biotech equipment. The opportunities are endless. 

India's global biotech ambitions look achievable 
given the human biodiversity that exists here. This 
offers unique human gene pools as powerful as those 
of Iceland, for exclusive genomic and pharmaco 
genomic studies. Coupled with the country's vast 
disease diversity, this provides an unparalleled research 
opportunity for generating new medical wisdom. As 
biopharma moves into the sphere of ‘managing well- 
ness’, developing personalised medicines from existirig 
molecules is one such exciting possibility. 

Indian companies also have a golden opportunity 
to unravel high-value IPR by way of disease-linked 
genes and the diagnostic and therapeutic products 
emanating thereof. For example, thalessemia is a gene- 
tic disease prevalent in many inbred Indian societies. 
Given the proper approach, India can convert the 
disadvantage of diseased populations into a strong 
research advantage, which can translate into therapies 
and cures for thousands in India and across the globe. 

Pharmacogenomics is another rapidly-growing 


that too on a strong innovation-led platform | 
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India is also the ideal place for cheap diagnostics and can emerge as 





a hub for clinically validating diagnostics. As diagnostics have shorter 


market timelines, we can innovate and take advantage of the opportunity 


segment that is providing a wealth of information per- 
taining to defective or missing genes that call for 
differentiated medicine—a new avenue for drug res- 
earch. This is an emerging discipline that combines 
both infotech and biotech skills in augmenting high- 
speed data mining of both genotypic and pheno- 
typic information to evolve new forms of medical 
diagnostics and therapies. Genomics, and most recently 
Proteomics, are churning out endless reams of data, 
which need to be statistically evaluated and har- 
nessed for commercial end-use. 


iven India’s abundant patient populations, 
ex scientists can play a significant role in 

harnessing this very high-value genomic 
information. Monoclonal antibodies provide one such 
avenue for diagnosing new infectious diseases, onc- 
ological disorders and much more. Enzyme-linked 
immuno assays are another platform. Gene and SNP 
(single nucleotide polymorphism) assays could be 
powerful diagnostic tools in researching gene-linked 
disorders. India is also the ideal place for cheap 
diagnostics and can emerge as a hub for clinically vali- 
dating diagnostics. As diagnostics have shorter time- 
lines to market, we can innovate and take advantage 
of this opportunity rather quickly. 
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Bio-informatics is a segment that, perhaps, offers the 
most attractive innovation and discovery opportunities 
for Indian biotech companies in designing new drug 
molecules, mining novel bio-markers, generating new 
pharmaco genomic data and generating high-value 
medical wisdom based on phenotypic and genotypic 
data. It is envisaged that in the years ahead, there will 
be a number of collaborative initiatives between soft- 
ware, biotech and pharma companies. 

Custom research is the service model that most 
Indian biotech companies have opted for at their 
startup stage in order to earn early revenues with 
which to fund infrastructure and scientists' salaries. 
These companies harbour ambitions of original R&D 
once they reach a certain profit level. Syngene, a 
company promoted by Biocon, was the first such 
custom research company, set up in 1994. Aurigene, 
Genotypic Technology, Chembiotek, Cytogenomics 
and Jubilant Biosys are good examples of such service- 
based biotech companies. Other companies like 
Avesthagen and Bangalore Genei have opted for cus- 
tom research services as a secondary business to gene- 
rate revenues to support existing business lines. 

Indeed, this earn-while-you-learn model allows 
companies to come up with their own molecules. 
Companies like Syngene have leveraged their custom 
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research business to partner with their customers in dis- 
covery-led research programmes based on shared IPR 
and milestone payments. Today, Syngene supports 
350 scientists in a state-of-the-art research facility 
with a well-developed skill base in drug discovery. The 
client portfolio features global pharma majors and 
eminent biotech companies across the globe. This 
segment is expected to reach revenue levels in excess 
of $1 billion (Rs 4,400 crore) by 2010. 

Further, India’s plant and microbial bio-diversities 
provide a treasure trove for drug discovery. Added to 
this is India’s inherent knowledge base of Ayurvedic 
and Unani medicine, which offer a unique mining 
opportunity for new drug molecules. Many interna- 
tional pharma majors have collaborative programmes 
with universities worldwide and are now entering 
into similar prospecting partnerships with Indian 
companies. They are beginning to see not just a cost 
arbitrage but a very real value arbitrage. In fact, 
co-development is fast emerging as an opportunity, 
thanks to this value arbitrage. . c 

Although India is a signatory to WTO and TRIPS, 


biotech company is developing novel functional assays 


` leveraging the very affordable scientific skill base and . 
. providing a value arbitrage to international instru- - 


mentation companies to keep their innovations flowing 
in a cost-effective manner. | i 
The opportunity for interna 


onal bio-partnering is’ 


. a fallout of the trend of declining risk capital in the West. 


that seems to have dried up for companies engaged in 
early-stage discovery work. VCs seem only willing to : 
fund companies that have reached the post-proof-of- 
concept stage. Therefore, there exists a large number of 
companies whose resources are simply too frugal to take + 
their ideas to the next stage. Indian companies would 
be their natural collaborators to reduce burn rates, 
optimise R&D. spends and extend survival timelines. 
Ernst & Young’s Biotechnology Forecast for 2004 


indicated that more than 75 per cent of biotech com- 


panies had less than $5 million (Rs 22 crore) cash. 
reserves with which to pursue product development ` 
a hopeless situation. An “India strategy" offers an 
effective de-risked model for vcs who are in dire need 
for exit or survival strategies for their ‘investees’. 


India’s plant and microbial bio-diversities provide a treasure trove for 


there was cautious scepticism about the protection 
of intellectual property, and both international investors 
and vcs had voiced their concern. Today, several 
biotechnology companies have managed to cross these 
Ір hurdles and are now successfully working with 
international partners on the basis of confidentiality and 
non-disclosure agreements, which spell out the terms 
of sharing potential intellectual property that is likely 
to emanate from such partnerships. From 2005, this 
trend should only accelerate. же 


partner for global companies. Early-stage dis- 

covery biotech companies will definitely find it 
worth their while to partner Indian companies. Many 
us biotech venturés have Indian founders and they will 
look at India as a natural cost arbitrage opportunity at 
the very least. Bala Manian of ReaMetrix is one such 
outstanding example. This fledgling Bangalore-based 


B: 2010, India should be in place as a strong bio- 
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Although the nation is striving to gain global recog- 
nition for its biotech capabilities, government policies 
have lagged behind, Investment is inadequate, funding , 
is scarce, infrastructure is expensive and regulatory 
regimes are deficient. Yet, in this difficult environ- 
ment; entrepreneurs are bravely setting up new ventures, 


which only reflects an intrinsic belief in biotech being. — 
the business of the future. This trend will not abate. T —' 


also foresee a paradigm shift in the research culture in ` 
our scientific institutions that will become more . 


IP-savvy and partner more closely with Indian industry. — ° 


The success of building a global business will dep- 
end on the ability of Indian biotech to apply its people 
resource in a knowledge-intensive manner to create uni- . 
que niches in phyto-pharma, clinical research and drug. 
development. A strong patents regime, regulatory refo- - 
rms that permit Phase I clinical trials and pragmatic fis 
cal support to R&D will enable India to realise its aspi- 
rations of becoming a global bio-powerhouse. W 
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A New 





IS SET TO EMERGE AS ONE OF THE LEADING ECONOMIES OF 
the world over the next two decades. At a growth rate of 
6-7 per cent, the country’s GDP will increase three-fold by 


the year 2020. Achieving dii growth rate critically depends on the availability, cost and efficient 
use of energy. India is presently an inefficient user of energy, with energy intensity (measured 
as energy consumption per unit of GDP) at 3.7 times of Japan and 1.5 times the world average. 
Even if the efficiency were to improve to the level of the world average by 2020, India's pri- 
mary energy requirement would increase by close to twice the present levels. 

At stake is the energy and economic security of the country. Presently, fossil fuels account 
for about 95 per cent of the total primary commercial energy consumption. The pattern of 
energy supply is not expected to change significantly in future with around 96 per cent of the 
total energy requirement in 2020 likely to be met by fossil fuels. Recent spurts in coal and oil 
prices across the world have highlighted the dangers of the high degree of reliance on 
hydrocarbons. The rapidly growing demand for energy in China and India—which together 
are likely to account for around 33 per cent of the total incremental primary energy demand 
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. between 2000 and 2020—is: expected to exert more ` 


pressure on global resources. It is widely believed 


that high crude oil prices are here to stay. It is 
important for India to have a plan in place to respond 


‚ effectively to these challenges 


leted, and at the current level of production they are 


Е s oil and gas reserves are petting rapidly de | 


expected to last between 24 and 35 years. Thus, the ^ 
demand- -supply gap will only widen in the years to . 
come. It is imperative to channel resources, both — 


finance and: technologies, to.ensure the country" $ 
energy security іп 2020 and beyond. 


- The government has taken appreciable steps to - 


enhance domestic production. Players like Reliance- 
Niko Resources, Cairn Energy, ONGC and GsPC have 


made key discoveries in recent times. More such dis- : 


coveries are expected as the blocks are progressively 
explóred. These discoveries should play an important 
role in bridging the demand-supply gap in energy. It 


may be relevant to note that only around 16 per cent- 
of India’s total sedimentary basin area can be classified _ 


as well to moderately explored. There could be many 
‚ more potential finds waiting to be discovered. : 


The government needs to encourage exploration. , 


activities in the north-eastern region, and enhancement 
‚ of recovery EOR) programmes, such as the one under- 


|. taken.at Bombay High. It is also important to consider 
better exploitation of marginal fields—ONGC’s move to Ț 


` ` give out these fields to other players under service con- 
tracts is a positive move in this direction. 


met purely through domestic resources. It is cri 
tical for India to look beyond the boundaries for 
. oil security. The government has demonstrated that it . 


T: burgeoning demand for energy cannot be 


' recognises this fact and has ably supported the Indian 
companies’ foray into the international arena. These 


. companies, led by oNGc Videsh, have acquired stakes. 


in oil and gas fields in countries such as Russia, 


"Vietnam, Sudan, Nigeria, Libya, Ivory Coast, Syria, - 


ir Diu Indonesia. and Australia. The 


government recently has also constituted an "oil 
diplomacy" cell for facilitating these initiatives. This is 
a step in the right direction and is long overdue, con- 
sidering that the Chinese national oil and gas compa- 
nies have. already made a head start in this area. 
Global resources of oil are limited. The global 
production of oil is expected to reach its peak around 
2030 (which could be delayed Бу a few years with 
increased investments), after which production is 
expected to decline. In recent years, natural gas has 
emerged as an alternative. to oil. Gas as a fuel is 
cheaper, more efficient and more environment-friendly 
as compared to oil. The increasing importance of 
natural gas as fuel and feedstock for the power and fer- 
tiliser sectors is expected. to drive the demand for 
natural gas in India. Gas is also being increasingly 
used as a fuel by the transportation sector and there is 
tremendous potential for the use of gas as an industrial 
fuel mainly due to its eco-friendly nature. ` 
Importing gas either in liquefied form or through 
transnational pipelines is: fast emerging as a viable 
option to bridge the demand-supply gap. The gas 
discoveries by Reliance-Niko and Cairn Energy off the 
east coast in the Krishna-Godavari basin have provided 
a fillip to exploration activity. However, production 
from these finds is not expected to significantly dimi- 
nish the need for gas imports. It is important to make 
concerted efforts to import gas from neighbouring 
countries such as Bangladesh and Myanmar, in addi- 
tion to the agreements that have already been signed 
with countries like Qatar and Oman for LNG imports. 
Projects for gas imports from these countries have 
been hanging fire for the past few years, primarily due 
to political reasons despite favourable assessments 
about their economic viability. Opportunities for 
importing gas from gas-rich nations of the Caspian 
region also need to be actively explored both at eco- 
nomic and political levels. 


hile hydrocarbons will continue to remain 
| \ \ / the primary source of India’s energy requi- 


rements, the need to explore alternatives 


Even if the LNA were to л to the level of the world 


NNNM 


increase bj more dêsê to twice the present levels 
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“Growth i is Life 


Reliance Industries. is the first and only private sector company from india to feature in the 2004 Fortune Global 500 
list of "World's Largest Corporations' and ranks amongst the world's Top 200 companies in terms of profits. it also 
features inthe Forbes Global list of world’s 400 best big companies and in Financial Times Global 500 list of world's 
largest companies. 


Corporate Governance +` ‘National Award for Excellence in Corporate Governance 2003 
i . «Institute of Company Secretaries of India, December 2003 
,* Among Asia's Top Fivein кезү Sector i in ood Governarice Poll 
| Аи eee Н 




















Shareholder Value , 





е. 9 Indu ies emerged India's Biggest W Wealth Creator in ihe private 
`` sector over a 5-year period S 
| Stem. Stewart study, Business Today, April 2004 . 


Environment. . ee Reliance Industries emerged as ‘India’s Greenest Company amonga the 
private sector 
i ACNielsen ORG-MARGs survey, Business Today, October 2004 


Management Quality No, 1 ‘Most Dynamic Organisation’ inindia 
| ; IMRB international survey, Businessworld, November 2004 

«Reliance is India's Best Managed Company’ 

AE Kearney study, Business Today, June 2003 

* No. 1 in india’s Best Financial Management’ 
‚ FinanceAsia Poll, March 2003 = = | 

• No. 2in ‘Overall Best Managed Company’ ofindia 

Asiamoney, December 2003 - + January 2004 


Respect and Reputation ` e Among the world's ‘Top 10‘Most Respected Energy / Chemicals Companies’ 
; ,andNo.3in'India's Most: Respected Companies’ - 













PricewaterhouseCoopers Survey, Financial Times, November 2004 
,*. No.2in"India's Most Respected Companies’ 
IMRB Intemational survey, Businessworld, November 2004 
« ‘Most Admired Business House’ and Most Admired Compány' 
TNS Mode Opinion, Poll, Business Barons, September 2004 


Leadership e No. 65 in the world ‘CEOs - Companies that demonstrate the most 
А innovation 7° 

PricewaterhouseCoopers survey, Financial Times; November 2004 

• No.2asindia's ‘Most Globally Competitive Organisation" 

~ |MAB International survey, Businessworld, November 2004 

è- No. 2 in India in ‘Overall Leadership’, ‘Financial Seundness', ‘Long-Term 

_ Vision’, ‘Companies That Others ‘Try To Emulate’ and; Among Top Five in 
“Innovative in Responding to Customer Needs, 

ACNielsen International Research, Far Eastern Economic Review (FEER) 
survey, Review 200: Asia's Leading Companies, December 2003 


Quality and Technological « "IT Excellence Award’ 


+ ‘International: Asia-Pacific Quality. Award' in. the’ category ‘Big Industry 
Organisation of more than 250 employees’ 
Asia Pacific Quality Organisation, September: 2004 


Global Presence е. Reliance Group contributes over 6% of India’s total exports. 
+ Reliance Industries’ exports (including deemed exports), are Rs 14,969.crore 
: (US$ 3.4 bilion): · 
• Group has manufacturing plants in india, Germany, Denmark and Belgium 
• Offices outside India in UK, USA, China, UAE, Vietnam, Indonesia and Turkey 
» Extensive optical fibre network spanning four continents and connecting Asia, 
Europe, Middle East and USA with a customer base of more than 180 leading 
‚ telecom operators including alithe top 10 international carriers (FLAG) 





: Reliance Group, founded by. Dhirubhai H. Ambani a 932-2002), is ` India $ largest" 
business house with total revenues of over Rs 99,000 crore (US$ 22.6 billion), cash profit em. 
of Rs. 12,500 crore (US$ 2.8 billion), net profit of Rs 6,200 crore (US$ 1.4 billion) and + 
exports of Rs 15,900 crore (US$ 3.6 billion). The Group's activities span exploration and 
production (E&P) ої oil апа gas, refining and marketing, petrochemicals (polyester, . Reli anc e 
polymers, and intermediates), textiles, financial services andi insurance, power, telecom. ` 
and infocom initiatives. | wwwril.com 
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The establishment of a regulatory mechanism and the development ofa 


national gas grid network for transporting new gas discoveries to the 


consumer markets are critical for attracting investments 


cannot be overstated. India should target meeting a sig- 
nificant part of the incremental energy requirements 
from such alternatives. India has good potential for 
exploitation of hydro-electricity. The share of hydro- 
electricity in the total generation has declined over the 
years. It is important that we arrest this trend and use 
hydro-electricity wherever it is considered economi- 
cally competitive with other fossil fuels. This is all the 
more so in light of the fact that India has harnessed 
only around 15 per cent of its total hydro potential 
compared to Norway (58 per cent), Canada (41 per 
cent) and Brazil (31 per cent). 

India also needs to explore options for utilising 
other energy sources such as solar, wind, gas hydrates, 
bio fuels, ocean energy and hydrogen energy. Japan, 
for instance, has formulated plans to increase its 
photovoltaic energy capacity and is also exploring the 
commercial viability of utilising gas hydrates. The 
US is investing an estimated $1.2 billion (Rs 5,280 
crore) to develop technology for using hydrogen- 
powered fuel cells. In particular, vehicular applications 
using fuel cells have shown considerable promise 
and are likely to become commercially viable as the 
technology develops. 

Even within hydrocarbons, alternative fuels such 
as coal bed methane (CBM) should be actively 
explored. India has an estimated 800 billion cubic 
meters of CBM reserves, which can serve as a clean 
source of fuel particularly for power generation. 
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The government has launched the competitive bid- 
ding for the award of CBM blocks for exploration and 
blocks have already been awarded under two rounds 
of bidding. A clear strategy needs to be evolved for 
exploration of the coal mines based on the quality 
and availability of CBM. India is endowed with large 
reserves of coal. Estimates suggest that the country 
has sufficient proven coal reserves to last over 100 
years at the current rate of production. Development 
of clean coal and coal gasification technologies will 
go a long way in facilitating use of coal in meeting 
the country's energy requirements. ONGC has taken 
a significant step in the area of underground coal 
gasification (UCG) with the signing of a contract 
with Skochinsky Institute of Mining, Russia, for 
converting *unmineable" coal reserves into com- 
bustible gases. 


lobally, a number of projects have been 
Cm to develop technology for harnessing 

emerging energy sources in a commercially 
viable manner. In Australia, scientists have reportedly 
made a breakthrough in efficient utilisation of solar 
energy for generating hydrogen from water. The us 
Department of Energy is working on the practical 
application of hydrogen energy technology. The 
world's first commercial fuel cell factory has been 
established in the us, which will initially produce 50 
fuel cells per year at half the cost of the earlier version 
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of fuel cells. Many countries have launched solar 


electrification programmes for electrifying regions, . 


particularly those that cannot be serviced by conven- 


tional grid lines in an economically viable manner. The — 
Japanese government plans to install 62,000 building- | 
integrated solar generators by the end of the decade. , 


As one of the largest users of energy, India must 


play an active role in developing appropriate tech- 


nology for the supply of energy as well as for its 
efficient use. India has demonstrated in the past the 
prowess of its technical personnel in various fields. In 
a world increasingly governed by a strict patent 


regime, access to technology on our own terms will be . 
vital. Indian industry must take the lead in this regard, 


if necessary through collaborations with other coun- 
tries that are already working « on developing 
the technology. 


management measures to increase energy effi- 


E needs to also undertake effective energy 
ciency. The regulatory reforms and measures for 


deregulation of prices of fuels such as coal: and oil | 


the right i incentives for appropriate urilisition of the 
various fuels, but without over-regulating industry. 
Fiscal incentives should also be offered for developers 
and users of renewable alternatives to encourage 
usage and technology development. 

The establishment of a strong regulatory mecha- ` 
nism and the development of a national gas grid net- 


work for transporting new gas discoveries to the 


consumer markets are critical for attracting investments . 
in exploration activities. The pricing of domestic gas. . 
as well as LNG will be crucial in determining, the role | 
of gas in the country’s future energy mix. | 


Long-term energy planning, makes it imperative d 


that we start building an energy supply mechanism 
that will address the energy requirements along with 
fulfilling the country's environmental compliance | 
requirements. The Kyoto Protocol and other green- 


house gas emission norms, which are bound to grow’; : 


more stringent in the future with increasing envi- 
ronmental awareness, will make it necessary for India 
to adopt a less carbon-intensive path for fuelling 
economic development. Even honei renewable 


path for fuelling economic сораг 


products, which has been initiated by the govern- 


ment, are moves in the right direction. The Energy 
Conservation Act, which was passed in the year 


2001, facilitated the setting up of the Bureau of ` 


Energy Efficiency as an apex agency for implementing 
energy conservation programmes and introducing 
stringent norms for energy generation, supply and con- 
sumption. The government, in collaboration with 
industry associations, has also launched energy con- 
servation initiatives for major energy consuming 
industries. The initiatives includé replacement of old 
and inefficient equipment, fuel switching and tech- 
nological upgradation, and promotion of fuel-efficient 
practices and equipment. Such initiatives must be 
followed through to their logical conclusion. 


provide the necessary impetus for efficient 


Te policy framework of the country needs to 
and appropriate use of energy. It should offer 
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energy is not expected to play a very significant role in 
meeting the country’s energy requirement in the next 
two decades, it is necessary to promote hydro-electricity 
and other forms of renewable energy wherever it is eco- 


nomically feasible. The government needs to facilitate ` 


the use of hydro-electricity by taking measures to 
remove procedural delays and providing i incentives for . 


financial closure of hydro-electric projects. Appropriate | | 
fiscal incentives can also:be provided: for projects ae 


based on other renewable energy sources. 3 
The establishment of independent нар 
agencies, removal of inefficient subsidies and more 
market-driven pricing mechanisms will not only ` 
help reduce over-utilisation and wastage but will also 
help attract private investments in the energy sector. 


‘These measures, coupled with technological upgra- 


dation, renovation and modernisation, particularly 
in user industries, will help enhance energy con- 
servation and energy security. W 


: Learn. Adapt. Change, That is the only way you can 
ret in your edge. ‘Tomorrow is uncertain, and today 

| ou have. Equip yourselves with the skills to . 
i capitalize on this growing economy, flush with 


opportunities. Take on tomorrow. 


The Indian School of Business (ISB) works ` 
towards building your leadership skills. 
| dt has a unique research oriented approach 
E ‘to education. Being a partner school with 
` The Kellogg School of Management, 
| The Wharton School and The London 
“Scho lof Business puts it on par with 


pplication Requirements: | 
«Тем (GMAT/GRE/CAT*) e Graduation Degree 
k jerience e Recommendations e Essays | 
"Exceptional candidates with CAT Scores will be considered; 
hey meet the combined admissions criteria, a conditional 
er may be made, subject to their taking the GMAT before 
March, 2005 and obtaining а minimum score of 680. 












































Get бише ready 


Indian School of Business, Hyderabad. 
wwwisbedu/pep 






























25 CEOs and Thought Leaders on India in the year 2020 


By SUNIL BHARTI MITTAL — — 


Group Chairman & Managing Director/ Bharti Enterprises. 





RAPID STRIDES MADE BY THE TELECOM SECTOR IN INDIA CONTINUE TO 
amaze us. It gives me great joy to see a young boy in Kashmir 
| strike a spontaneous conversation with someone in Kerala. To see 
fishermen bargain for the best price on their catch while they are still on water, or a farmer 
in Punjab accessing commodity rates in various mandis at the push of a button, is equally 
inspiring. India has very quickly transformed from an era of snail mail, scarcity in phones and ` 
occasional long distance phone calls to an era of having the sixth-largest telecom network in 
the world. At the core of all this and many more similar milestones is the wireless revolution. 

A world without borders and boundaries—a world restricted only by your imagination— 
this is the world of wireless technology. um 

In Vienna, you can pay for parking with the mobile phone. In China, mobile phones 
translate English sMs messages into Chinese. The BBC uses text messaging to teach English 
to Chinese cell phone users. In Australia, you can get up-to-the-minute real-estate listings 
through sms. In Japan, you can activate the global positioning system on your mobile; punch: 
in the phone number for a café, bookshop, etc., and you instantly get a detailed guide map 
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appearing on the cell phone. Users of BlackBerry in 
India and worldwide already access a range of 
applications on their mobiles, including instant e-mail 
mobile, phone, corporate data, internet, SMS anda 
bouquet of personal information management (PIM) 
features. Studies have demonstrated an average pro- 
ductivity gain of 54 minutes per day for BlackBerry 
users. The world is watching TV on the mobile, navi- 
gating city streets, downloading music, transmitting 
home movies, scanning bar-coded information, get- 
ting e-coupons for discounts on food and entertain- 
ment, and paying bills. Restaurants advertise imme- 
diate discounts when they have a slow night, offering 


The value of the mobile phone is not so much in its computing 


power as in its virtues of flexibility, design and value. It is 


price cuts of as much as 15 per cent to fill seats 
with cell phone bargain hunters. If this is not enough, 
3G and WCDMA will have more. 

Very soon, we should be able to print from our 
mobile phones, access the full Heavenly Jukebox and, 
perhaps, even the wireless distribution of music pro- 
ducts. Even the iPod may get absorbed into the 
mobile device. 

The value of the mobile phone is not so much in 
its computing power as in its virtues of flexibility, 
design and value. It is something of an enabling, 
democratising element. 

The mobile phone has zoomed ahead of televisions, 





something of an enabling, democratising element 
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stereos and personal computers (PCs). There are over 
1.5 billion mobile phone users in the world today, 
more than three times the number of PCs. No longer 
_ are people interested in finding out: “What next on the 
mobile? The question today is: ‘How soon will today's 
laptop become tomorrow's cellphone?" 

Future developments in this area will revolve not 
around technology, but will be determined by how we 
leverage it. The idea is to develop all-pervasive devices. 
Eventually, all consumers will want to communicate 
while on the move, while most will want to con- 
duct their lives and businesses anytime, anywhere, 
quite seamlessly. 


not just in economic activity and economic 

growth, but also in rapidly-changing consumer 
attitudes and behaviour. A recent study indicates 
that eight out of 10 people under the age of 25 are 
more likely to send text messages than make a voice 
call. Wireless telephone subscribers in the United 
States now spend, on an average, more minutes 


T* impact of the wireless revolution is being felt 


India has about 250. These numbers, as per IDA, are 
likely to shoot up to 5,00, 000 by 2010, opening up 
new opportunities for India to turn the corner. 


E ith enhanced wireless capabilities and 
\ X / increased convergence between telecom and 
IT, I can also envision technology being 
taken to tural areas for far more effective deliveries. 
Facilities like e-health and e-education, video and 
teleconferencing, e-commerce, telemedicine, distance 
learning, new job opportunities, skill development, etc., 
will all be realities. Initiatives like the Gyandoot 
Project can be spread all over the country to help 
farmers reap the rewards of knowledge. 

Today, about 60 million. mails are sent on the 
internet everyday. Applications such as distance edu- 
cation and telemedicine are being implemented. 
Classrooms across the country are connected through 
the electronic-photonic system. Vidya Vahini con- 
nects.5,000 high schools in seven districts. It pro- 
vides real time audio and video interactivity—lec- 
tures can be conducted in 5,000 schools simultaneously. 


Vision 2020 conceives of India evolving into an information 


and information technology will be the E 


talking on their mobile phones than they do on their 
fixed-line phones. In certain cases, 70 per cent of teens 
use the internet for instant messaging, real-time mes- 
sage exchange or chat. The number jumps to 83 per 
cent for older teens. 

Many young people today view their cell phones 
as extensions of themselves. On subways and trains 
throughout some of the most developed cities in the 
world, it is а common sight to see cell phone users, 
oblivious to the world around them, furiously typing 
SMSs and e-mails. It is believed that the Japanese 
have grown so skilled at writing e-mails on cell 
phones that many now find it simpler than using 
computer keyboards. 

A world with very few wires is not difficult to 
envision. Wi-Fi hot spots will increasingly populate air- 
ports, coffee shops, corporate campuses, public trans- 
portation, even homes. It is estimated that there are 
about 50,000 Wi-Fi locations worldwide, of which 
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Similarly, the linking of hundreds of hospitals is taking 
the benefit of specialist doctors from cities to small 
towns. All these developments are transforming the 
nature and process of ‘business, commerce, gover- 
nance and education in India.. 


catalyst for economic and social development. 

Vision 2020 conceives of India evolving into an 
information society and knowledge economy. 
Telecommunications and IT will be the springboard. 

I have always believed that as we spread our 

wings to expand our capabilities and explore new hori- 
zons, the fundamental focus will remain unchanged— 
seek out the best technology in the world and put it at 
the service of our ultimate user: the customer. If we 
can work together in partnership with one another, we 
will achieve our dream and vision of building a glo- 
bally powerful India. Ill | 


\ n efficient and rapid flow of information is a 
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e RO 
A INTO THE FUTURE IS ALWAYS 
> an exercise that one approa- 
ches with trepidation. More 


so when it is a vision that is two decades head. Fortunately, since this 
is an exercise whose conclusions will presumably not be verified when the day actually dawns, 
it is an opportunity that allows one to be unabashedly optimistic. It i is also a point to chal- 
lenge conventional wisdom and romantic notions. 

Many reasons have been postulated for India’s imminent arrival as a developed nation 
and an economic superpower. The famous BRIC report of Goldman Sachs predicts that 
India’s economy will be the third largest in size after the Us and China by 2050. Everyone 
waxes eloquent about India’s demographic dividend, which will ensure that the country 
has the largest pool of young talent over the next 20 years. The median age in India 
presently is 23.4 years. The high proportion of young people is expected to automatically 
allow for robust economic growth. The fiscal conservatives talk about the improvement 
in the tax/GDP ratio that will herald an end to the e era of deficits, and give us the wherewithal 
to fund our future. 
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there is a need to focus on a trend that is often 
decried rather than celebrated—the trend 
towards urbanisation. This is something that is critical 
to becoming a fully developed nation and an eco- 
nomic powerhouse. For a nation weaned on rural 
imagery and still absorbing an electoral verdict that was 
ostensibly ‘anti-urban’, this may sound like heresy. For 
the suggestion is that we not just tolerate urbanisation, 
but that we welcome it, and embrace it. It means a con- 
scious, deliberate and focussed attempt to accelerate the 
urbanisation of India, and reap its consequent benefits, 
be it economic growth, the societal move from rela- 
tionships to rules, or the marrying of governance and 
the information society. 
Urbanisation is an irreversible trend that has been 


B eyond the usual reasons for predicting success, 


creeping up on us. India’s population, which was . 


300 million and 15 per cent urbanised in 1947, will be 
1.5 billion and 50 per cent urbanised over the next few 
decades. An inadequate understanding of its inevi- 
tability and its benefits has led to urban chaos, and the 
cries to halt it or to at least delay it. The gross neglect 
of our cities has created unplanned urban sprawls, 
slums and large numbers of urban poor. The rapid 
growth due to outsourcing and the ‘wealth effect’ of 
young well-off workers has put unprecedented pressure 
on urban infrastructure and facilities. The natural 
response is to see how to slow it down. In fact, this 
should only motivate us to speed it up. 

The first important benefit of having more cities 
and towns is that it will enhance the rate of eco- 
nomic growth. Our cities are brands, competing with 
other cities around the world for investment. They are 
our engines of growth, and need to be developed and 
marketed. The economies of scale and the congre- 
gation of people and talent allow for the creation of 
more sophisticated economic frameworks that enhance 
productivity, innovation and job creation. Since there 
is a strong correlation between urbanisation and the 
growth of the share of services in GDP, this will create 
a whole new set of jobs that did not exist. Moreover, 
since urbanisation will create service jobs that help in 


improving and streamlining the supply chain in trans- 
port, logistics and retail, it will actually lubricate the 
manufacturing and agricultural sector. And strong 
cities will be the windows to global trade. 


benefit the rural areas and the farmers. It will 

absorb excess labour, апі reduce the unem- 
ployment and underemployment that plague our vil- 
lages. The resulting reduction in rural labour will 
help in increasing incomes, and will create pressure for 
efficiency. It is the migration of families from the vil- 
lages to the cities, rather than just a mail-order eco- 
nomy, that will pave the way for land holding to be 
rationalised, and productivity to be enhanced. 

The anonymity of the city will of course help in 
breaking traditional silos of caste and creed. Today, we 
are a society in flux —we are in the throes of moving 
from a ‘relationship’-based society to a ‘rule’-based one. 
In a society based on relationships, your entire future 
is based on which community or religion you belong 
to. In a village, your caste is stamped on your forehead 
and in your demeanour. In a crowded suburban 
Mumbai train, however, squashed with hundreds of 
other commuters, the caste and creed of your fellow 
travellers are of little consequence. What matters is get- 
ting to Churchgate on time. Once you create more 
urban conglomerations, the focus of the people moves 
to amenities, It is about water supply, sanitation, 
good roads, schools and jobs. The managerial com- 
petence of the ruler becomes more important than 
caste-based permutations. This in turn leads to demands 
for a level playing field of opportunities. Once these 
demands become more vociferous, the only rational 
way to satisfy all the constituents is to have a trans- 
parent set of rules that everyone can live by. 

Over time, the number of people who have a 
vested interest in these rules will exceed the num- 
bers who have a vested interest in relationships. Once 
this tipping point is reached, it will be reflected in the 
kind of people whom you elect, the kind of rules 
that you frame, and the kind of focus you bring to your 


ps accelerated urbanisation will actually 


Planned, acclerated urbanisation will озы. benefit the rural areas 


АИИ ИИИ ИНИНЕН nally ہل سا ھا‎ n —Á 


unemployment and underemployment that i a lise 
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that you need to dissolve the inequities of birth, and create 


a society oriented towards performance 


governance. In other words, rapid urbanisation is the 
best way to create the social churn that you need to dis- 
solve the inequities of birth, and create a society ori- 
ented towards performance. 


rying of information to governance, the city is the 
ideal place to test out the concept. It is the first 
point of contact of the citizen with the state. The 
creation of information systems and the re-engineering 
of citizen processes can be quickly developed and tested 


S ince the key to improving governance is the mar- 
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in our cities. Moreover, since the problems are fairly 
identical, it is relatively easier to replicate the solution 
across many cities. The experience of the citizen with 
information-enabled improvements in civic governance 
will whet his appetite for such reforms in other areas. 

So far, we have had an ambivalent view of urban- 
isation. Since India ‘lives’ in the villages, cities and ur- 
ban centres are seen as necessary evils. The whole 
focus is on ‘slowing down’ rural migration to cities. In 
fact, as we can see, the counter-intuitive solution is 
accelerating rural migration to cities, and setting goals 
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` for this move. Of course, for those mired in the prob- 
lems of our dilapidated and dysfunctional cities, this 
may sound like a recipe for disaster. Clearly, a move 
of this sort will require rapid upgradation and impro- 
vement in the management, planning and infra- 
structure of our cities and towns. Stringent urban 
planning laws and focussed public governance will 
become critical. But if you are looking for the most 





bang for the buck, a focussed effort on upgrading 400 


towns and cities will be far more feasible than that of 
upgrading 6,00,000 villages. 


| J need to maintain an acceptable level. Mass-mig- 
А. ration from rural to urban areas can result in the 


I is true that. while migration should increase, we do . 


collapse of public governance and city infrastructure, : 


and with great numbers of urban poor, social tensions 
in cities will be exacerbated. The solution essentially 
amounts to a balancing act between urbanisation by 
migration and urbanisation through increase in area. 
Such a balance can be attained only if we have a 








will fuel unprecedented economic growth 


. broad agenda when it comes to urbanisation, which 
. involves the parallel upgradation of both cities and 
towns. This kind of broad-based urbanisation can be 
kicked off with investment in infrastructure in sur- 
rounding towns, creating an ‘urban network’ of towns 
and cities that encourages companies, attracted by 
lower costs and quality infrastructure, to relocate to the 
smaller towns. As industry there develops, the urban 
network becomes a self-fulfilling cycle as people migrate 
to the towns for work, and the town grows into an 
urban cluster, and begins to spread. E 
Fortunately, the tools and techniques for this kind 
of transformation are well known and widely available. 
They cover a grab bag of initiatives. These include the 
use of modern financial accounting tools to monitor 
and manage the raising and spending of resources in а. 


ity. It means leveraging the citizenry to participate in’ 


. Civic governance and to act as collective ombudsmen 


As the western economies age, outsourcit 
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25 CEOs and Thought Leaders on India in the year 2020 
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GOOD NEWS OVER THE LAST DECADE HAS BEEN THE INCREASING 

importance attached to values and ethics in business. The better 

news is that as we move ahead into the 2020s and beyond, this 
aspect will become even more important. When we speak of “the soul”, two thoughts come 
to mind, One, that the soul is something that is permanent and indestructible, whereas the body 
ages and finally perishes over time. Two, the soul represents something deep within and fun- 
damental that urges you to move towards what is right, like the voice of conscience. Though 
both these thoughts may sound spiritual, they have a direct relevance to business. Some of the 
major economic scandals involving large corporations have proved that a flaw in the charac- 
ter can bring down crumbling something that has taken years to build. Sustainability and ethics 
are inextricably linked. You cannot have one without the other. 

Lam really happy that the debate, which went on for decades on whether business goals and 
ethics oppose each other, has been finally laid to rest. Similarly, I find Milton Friedman’s views 
on the role of business extremely limiting in the present context. In his now famous statement, 
Friedman asserted that “there is one and only one social responsibility of business—to use its 
resources and engage in activities designed to increase its profits so long as it stays within the 
rules of the game, which is to say, engages in open and free competition, without deception or 
fraud". Friedman felt that doing anything else was a waste of resources. I, however, believe that 
the interests of shareholders are best served when we serve the interests of society at large, and 
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therefore the purpose of the business is really to push 
the envelope further for every stakeholder, 
5 реє me first address the issue of why businesses 
` must engage with society. I would like to offer two rea- 
sons. The first is that, like people, no business is an 
island. A business cannot be a success in a failed soci- 
гегу. Let me illustrate this by a concrete situation. In 
` ‘India, except for a handful of higher education insti- 
` tutions, a large part of the higher education system is 
producing poor quality graduates and póst-graduates. 
Sooner or later, this is going to pull down the growth 
of India's IT services industry. Therefore, it makes 
sense for businesses to engage this issue to serve the inte- 
'rests of shareholders on a longer time horizon. 


y second argument is that of "being able 
Me do it”. Corporates have the resources 
and the credibility to make a difference to 
society and, therefore, must engage society to transmit 
this difference. It is the same principle that applies to 
‘individuals as well. Those who can do something, 
must do it. Let me illustrate this with personal exam- 
ples. At Wipro, we have an initiative called “Wipro 
Applying Thought in Schools”, which focusses on 
bringing about systemic, changes in elementary and 
secondary school education to deliver quality educa- 
tion to every child. The same theme of quality edu- 
cation is being carried forward by the Azim Premji 
Foundation at a much larger scale in rural education 
in partnership with state governments across several 
states. While the former is a corporate initiative, the lat- 
ter is an individual initiative. Both exemplify the prin- 
‘ciple of ability to make a difference. 
Having demonstrated why businesses should engage 
` society, 1 would like to share my own belief that 
expectations from society are not different from one 
another. The community, in general, evaluates a busi- 
ness on the following seven yardsticks. 


One, is the business complying with the law of the | 
land? If the basic notion of compliance with the law is ` 


not embedded in the culture of the organisation, it can- 


not go very far in serving shareholder interest. At 


Corporates have the resources and the credibility to 


Wipro, any wilful violation of la 
of code of conduct and separatio: 
Two, does the busin V 
ety”? While a business may o mini- 
mum legal requirements, propriety demands that it 
is also seen as doing the "right" things. Propriety may 
seem like a nebulous idea, but I believe *you know 
it when you see it". For instance, when you discover 
that an infant formula manufacturer is selling its 
product through a sales force dressed as nurses, 
you “know it" asa violation of propriety. ^. 
Three, do the product claims match reality? The 
manner in which a company treats its customers is 
telling. | remember the case of Intuit when a flaw in its 
tax programme was revealed. The company apologised 
and offered full refunds or exchanges. Its quick res- 
ponse, beyond its technical liability. cative of a 
culture that treats every customer wi pect. . 
Four, how forthcoming is the company with 
information sharing? If the company is not dis- 
closing relevant information to its shareholders, 
customers and employees, and which have a direct 
impact on them, it is clearly not serving the interests 
of its immediate stakeholders... | 
Five, how does the company handle third-party 
ethics? It is not sufficient that the company has a . 
sense of propriety; it has to ensure that its business 
associates—suppliers and vendors—also have a sitni- 
lar sense of whatisright | ^ о а 
Six, how charitable is the company? The issue 
here is not how much or to whom, but how honest is 
the engagement with the community. I have earlier 
mentioned Wipro's initiative to provide quality edu- 
cation to every child. The amount we are investing in 
the initiative every year is not large, but we are using 
the money strategically to push the right levers to 
bring about the largest change. We have also forged 
relationships with individuals and groups who are 
working outside the government for the same objec- 
tives. They are happy working with us as they find our 
intentions honest. E M 
Seven, how does the company react when faced 















































This applies to individuals too. Those who can do something, must do it 
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lead to achievement." a 
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B. S. Nagesh, CEO, Shoppers’ Stop 
is the proud recipient of the Teacher's Achievement Award 2004 
in Business. 


DEFINING THE SPIRIT 


OF LEADERSHIP. : poem 


rue spirit of an achiever in the categories of Sports, Business, | ACHIEVEMENT 
1 AWARDS 


Entertainment, Communication and Lifetime Achievement. х \ 


he Teachers Achievement Award in Business applauds the 

enterprising spirit of a visionary, who can create opportunity 
here there was none. Like B.S. Nagesh, who has single- 
andedly ushered the retail revolution in India. 


e take special pride in conferring this award to this : 
isionary. Genuine quality speaks for itself. 


.teachersachievementawards.com 


Business | Communication | Entertainment | Sports | Lifetime Achievement 





Mahatma Gandhi espoused “trusteeship” as the core pillar of business 


In the ultimate analysis, “trust” constitutes the soul of a business, 








unites all stakeholders and builds a firm linkage with the rest of society 


with negative disclosures? Some companies say 
nothing when faced with a crisis, some others deny its 
existence or attempt to cover up the problem, or 
charge the public with over-reacting. An ethical com- 
pany would respond immediately even if it believes the 
crisis is overblown. It would acknowledge the problem 
and apply appropriate corrections, We have the exam- 
ple of Johnson & Johnson’s sensitive response to the 
Tylenol episode. The test for a company is how well it 
responds to stakeholders’ fears and anxieties, not just 
whether it confronts the technical reality of the prob- 
lem. Its responsiveness is a measure of its character. 
Are these seven yardsticks by which the society 
measures any business not the ones that shareholders 
should also be using to judge the long-term sustai- 
nability of the business? I believe that this is indeed so. 
I see complete alignment between the shareholder's and 
society's interests. Therefore, I believe that the purpose 
of any business is to serve the interest of all its stake- 
holders—shareholders, customer, employees and soci- 
ety at large—and ensure their interests are truly aligned. 
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o conclude, what gives soul to the business is 

having a clear sense of the whole system in 

which business is embedded. It is about under- 
standing the impact business decisions make on the 
business, on people and on the society around them. 
Businesses, like individuals, live not for bread alone. 
They strive to find a meaning for what they do 
and one meaning can be the sense of contribution to 
make the world a better place. 

Recently I came across this sentence from a 
well-known writer that “business is becoming the 
dominant institution on the planet”. This is an 
immense recognition of the role of business in 
society. But as I have always believed, all recogni- 
tion brings with it an equal measure of responsi- 
bility. Mahatma Gandhi ji has espoused the concept 
of “trusteeship” as the core pillar of business. In the 
ultimate analysis, it is “trust” that constitutes the 
soul of a business. Trust not only unites all stake- 
holders but also builds a firm linkage with the 
rest of society. 
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by Satyajit Majumdar 


NURTURING WEALTH CREATOR SERIES 


Small Wonders for Efficiency 
and Profitability 





he need for and the relevance of the 

| small scale industry (SSI) has been a 

matter of debate for a long time. The SSI 

has been under severe pressure due to credit 

related issues, higher interest rates, delays in 

payments receivables, unmanageable competition 

and employees turnover. Although these are 

considered to be typical problems faced by the SSI, 

these problems are there for the large scale sector 
too, the only difference being that of the scale. 

Tom Peters, Sumantra Ghoshal and other mana- 
gement thinkers have been advocating ‘smallness’ - 
small is manageable, small is efficient and small 
is profitable. So the "bigs" are becoming small 
to drive the benefits of the smalls. But, is this not 
a paradoxical situation when it is said that the 
small scale sector is not performing well? The very 
design of small business 
model is based on agility 
and cost benefits, the very 
issues that are under the 
agenda of re-design or 
re-engineering. Then where 
is the problem? 

The typical psyche that 
small industries are weak in resources and they 
do not have the strength to compete with 
large industries or markets, are the pitfalls of the 
Policy of Reservation followed till early 90s. 
Employment generation capacity and absorption 
of local skills and talents were some of the basic 
causes identified by our policy makers to frame 
laws to promote the small scale sector. But this 
has gradually insulated this sector from the com- 
petition at the market places and a large number of 
SSI went sick. On the other hand there are many 
small businesses that developed capability to fight 
the competition and match the market needs. These 


Entrepreneurial culture calls for 
respecting entrepreneurship 
and new initiatives; small 
businesses are the outcomes 
of such entrepreneurial efforts. 





businesses were the first to come out of the 
protection syndrome. 

Businesses across the world are striving hard 
to create entrepreneurial environment. Entrepre- 
neurial culture calls for respecting entrepre- 
neurship, new initiatives, and small businesses are 
the outcomes of such entrepreneurial efforts. In 
such a case, working on creative ideas should not 
be subject to bureaucratic scrutiny and reviews. 
Second, the SSI not only address the needs of 
employment creation but they have the capacity to 
deliver the economies of scales the large industries 
look for. So there is need for co-existence. 
To remain competitive and flexible, large indus- 
tries certainly depend on the SSI for value-added 
sourcing. Small businesses can make the value 
chain of the large industries meaningful; they 
can supplement the desired 
flexibility of the industry. 
The small businesses have 
developed competence to 
work on uncertain condi- 
tions; they have the skill to 
Operate on small scales. If 
they also learn to manage 
the flexible scales, they are the winners. We are 
living in an era where a capability of 'mass 
customization’ is deciding the competitive 
advantage. This is a game of large variety offer- 
ings to the customers with small volumes. 

The essential problem appears to be the 
"vagrancies" of government policy and the 
pressures and pulls of the large-industry lobby. 
B-schools can play their part in improving the 
present condition of the SSI, by incorporating the 
issues and concerns of the SSI in their curriculum. 
Prof. Satyajit Majumdar is Associate Professor at T A Pai Management . 
Institute, Manipal and can be contacted at majumdar@mail.tapmi.org 











) AL, over the last six decades, has grown 
= progressively into an integrated Aerospace 
4 


Organisation & has now established itself as a 
major aeronautical industry in South East Asia. With its 
diverse capabilities in design, development and 
manufacture of aircraft, helicopters, engines, accessories 
and avionics - HAL today emerges as a major force seeking 
entry into global markets while supporting India's defence 
requirements in a significant way. 

The perspective plan of HAL envisages a strategic shift 
from license production to indigenous R&D based 
production with planned diversification to non military 
areas and space activities while at the same time ensuring 
technology up-gradation as well as steady growth in the 
financial performance. With this objective in 
mind and to spread its presence in the 
international aviation arena, HAL has 
formulated its' Mission Statement as " To 
become a globally competitive aerospace 
industry while working as instrument for 
achieving self-reliance іп design, 
manufacture and maintenance of aerospace 
equipment, civil transport aircraft, helicopter 
& missiles and diversifying to related areas, 
managing the business on commercial lines in 
a climate of growing professional 
competence”. 

HAL, with its products and services, is 
the backbone around which the Indian Armed 
Forces has built a tough physical presence & geared itself to 
accept all challenges. Today, nearly 65% of the fighter fleet 
and 85% of the trainer fleet of Indian Air Force, the fourth 
largest Air Force of the world, are HAL-built. Thus, HAL 
has proved its worth for being considered as an embodiment 
of the nation’s aspiration to attain self-sufficiency in the 
modern technologies. Present achievements in the area of 
indigenous design & development of Advanced Light 
Helicopter (ALH-Dhruv), Intermediate Jet Trainer (UT), 
Light Combat Aircraft (LCA-Tejas) provide a sense of 
fulfilment of the vision of Pandit Jawaharlal Nehru for 
building a temple for modern India. 

With the on-going major projects & programmes like 
ALH (both in military & civil roles), JT, LCA, Pilot less 
Target Aircraft (PTA), SU30MKI, Hawk- Advanced Jet 
Trainer, HAL will further strengthen Indian Armed Forces’ 
mission as well as its’ commitments for providing national 
security. 

Responding to India's future requirements, HAL has 
conceptualized the indigenous development of Light Combat 
helicopter (LCH), Combat Air Trainer(CAT), LCA naval & 
trainer versions. | HAL has also taken initiative for 





HAL's Vision : 2020 








participation in the new generation of 60-100 seat Russian 
Regional Jet (RRJ) programme with international partnerships 
which will further add to its' progressive growth. 

Recognising the global competitiveness as the key 
thrust area, HAL has taken initiatives for setting up 
dedicated world class facilities and has established "Centres 
of Excellence" for manufacture of precision components & 
composites. With an objective of promoting a culture of 
Achievement & Excellence, HAL is building empowered 
teams equipped with high degree of knowledge & skill on 
a continuous basis. 

Today HAL is considered as a valuable partner by 
global aeronautical communities for its participation in their 
challenging aerospace programmes. 

Apart from HAL's present export to 
leading aerospace companies like Airbus, 
Boeing, Snecma, Rolls Royce. BAe 
Systems, Dassault Aviation, Moog etc, . 
HAL has made a major foray into civil 
aviation, by joining a prestigious project for 
the conversion of Boeing 737 -300 to 
freighter version. Further, HAL has offered 
its expertise & services for participation in 
A 380 programme. HAL is also in 
discussion with various global aeronautical 
giants for strategic business developments. 


Mr. Ashok K Baweja HAL considers that future of 
Chairman HAL 


aeronautics is in Sth generation fighter 
aircraft, UAVs & UCAVs, Missile 
technology and hence would pursue for joint development 
of these technologies through global partnership and 
collaboration with national Research Organisations. Design 
& development of aero-engines is another challenge for 
HAL, a beginning of which has been made through co- 
development of Shakti Engine for ALH. While recognising 
that future generation of aircraft will be electronic-driven 
and in view of the ever-increasing proportion of cost of 
avionics & aggregates in an aircraft, HAL is focusing its 
efforts towards higher indigenisation of these items through 
in-house development. Further, development of smart 
materials and nano-technologies for aerospace application 
also carries equal importance. 

HAL's thrust on R&D, co-development and 
co-production of aircraft, engines and equipment with 
leading global aerospace companies will increase the level 
of exports of aerospace products. By 2020, Indian Armed 
Forces will fly large number of HAL-built aircraft such as 
SU-30MKI, LCA, ПТ, САТ, РТА, ALH, LCH, Hawk & 
Saras. HAL's mission will be to meet further defence 
requirements by way of supplying indigenous or 
co-developed products. 


The sky is not the limit 


The history and growth of Hindustan Aeronautics Limited over the last 60 years, is synonymous 


with the growth of aerospace industry in India. 


HAL's multifaceted capabilities encompass the entire spectrum of 
aerospace technology covering design, development, manufacture & maintenance of aircraft, 
helicopters, aero-engines, accessories & avionics. HAL looks towards the future with new products 
Dhruv (Advanced Light Helicopter), IJT (Intermediate Jet Trainer), SU-30MKI, Tejas (Light Combat 


Aircraft), Hawk and upgrades of existing fleets. 


Ke ay Yes 


www.hal-india.com Чы? 5 » 1 
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YEAR 2004 SAW YET ANOTHER ROLL ER-CO. TER ; 

year for. maa and at the end of the ride, the 

country’ М Tonp-terni fundamentals remain firmly 
th 


pale see a dramatic Mh in the vont economy, w 
sixth- -largest economy (in US dollar terms) by 2020 and t e third-largest 
economy in less than 30 years. B 
One important highlight of out work оп BRICS (Brazil, ‘Rusia, India and China) : 
over the past two years is the remarkable—and largely under-appreciated—growth — 
potential for India. While investors and corporations have focussed intensively 
on China, India could potentially be a bigger growth oy over Eme long n run, 
Under our projections: 5 
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а India is the only BRICs economy that will sustain an 
above 5 per cent growth throughout the next 45 
years. Over the next 15 years, India’s СОР growth 
averages 6 per cent; 


m It is the only BRICs country whose population will 


continue to grow throughout the entire period. Its 
population growth rate will remain above the rest of 
the BRICs, while its share of the working-age population 
in total population will rise through 2020 (this dynamic 
sees a decline in the rest of the BRICS and the G-6 
over the same time frame). India’s population will 
overtake that of China in 2034; 

ш Income per capita triples by 2020. By 2050, income 
per head increases by 35 times current levels; and 

ш Still, India’s income per capita will be significantly 
lower than the other BRICs as well as today's G-e. 


growth potential: The scope for it to ‘catch 
up’ with developed economies, and its very 
favourable demographics. These factors are of course 
not new, and India bulls have been disappointed in the 
past. Indeed, our own back test of the BRICs’ projections 
showed that India undershot its potential between 
1960 and 2000, largely on the back of disappointing 
productivity growth. What has changed to account the 
current optimism? 
Well, market interest in the world's fourth-largest 


Te main factors underlie India’s sustained 


economy (in ppp terms) has gathered striking: 


momentum on the back of strong signals from India 
over the past year-and-a-half. Much of the interest 
stems from recent developments such as India's 
strength in IT services, cyclical demand factors, out- 
performance in Indian equities, and the growth of 
India's record forex reserves. | 

- These recent developments are encouraging, but 
more important is the story of improving growth 
over à sustained period. India’s pace of reforms, and the 


pace of growth, has been slower—at times painfully | 


slower—than the likes of China, but it is occurring 
steadily nonetheless. Taking a smoothed average, 


India's Срр growth has remained above 5 per cent from 
the early 1990s, indicating : a marked improvement in 


performance over the past decade compared to the ` 
period between the mid-1 
growth is taking place in 






60s and the mid-1980s. And 
environment of mana- 
geable inflation and interest тапа, Coupled with a 
healthy current account. · | 

Moreover, fundamental changes i in the economy 
and its governance support India's ability to meet 


our BRICS projections. India's services-led growth stra- 


tegy is benefiting from both domestic and global 


demand. Globally. competitive firms are emerging ; 


from the country's historically protected private sector, 
and broad-based reform is fostering infrastructure 
development and greater openness. 


+ Our BRICs estimate of 5.9 per cent average growth | 
through 2010 is more conservative than the 8 per cent 
target touted by many commentators. But both figures f: 


are in line with rates of growth s seen across the region 
during the development process. Through the 1960s, 
Japan saw an average growth rate of 10.5 per cent. 
Korea experienced 9.3 per cent growth from the late 
1960s through the 1970s. Malaysia, Taiwan, Korea and 
Singapore realised growth ranging from 8.4-9.3 per 


cent on average from the late 1980s through the mid-. 


1990s. And most recently, China's growth averaged 9.8 
per cent юш the 1990s. 


hile our economic einai projections look 
| \ / out to 2050, our work suggests that the 


BRICs’ importance to global markets could 


` rise much sooner as they move through the sweet 


spot of their growth. and development path. In 


‘some work we've done over the past year, we've . 
` looked at what our BRICS projections will mean for 


the world growth outlook and what they imply for 
the emergence of a middle class in the BRICs coun- 
tries. We also analysed what th 
will mean for three big areas of market development: 









- energy and oil (as the world's most important com- 


modity), cars (as a major consumer durable) and the 


a India continues on its рп of srengthening t the naay 
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Say: 2020 and the third. lanes economy in less hen: 30 years 
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level of equity market capitalisation (as a proxy for 
the size of capital markets). Between them, these 
three different markets—crude, cars and capital— 
give a good snapshot for the kinds of opportunities 
and pressures that could be associated with the 
BRICS dream. Below, I highlight some of the main 
conclusions from this work. | 

The BRICS impact on global markets is likely to fol- 
low a sequence. Commodity markets are already the 
clearest pressure point for BRICs growth and their 
impact on those markets is likely to be at its peak in 
the next decade. The importance of BRICs as con- 
sumer markets is likely to be the next phase and 
could be a major story in the next 10 years. The 
importance of BRICs to capital markets is likely to lag 
a little further behind that and will build up gradually 
over the next 20 years. 

Across BRICs, Russia and China are moving through 
their sweet spots now in terms of consumer durables 
and commodities, while India could move into a 
more dominant position a decade or so from now if 
growth continues. 


ver the next few years, BRICS development— 
О and in particular, continued industrialisation 

in China and India—could push the trend 
world growth rate above 4 per cent. World growth 
trends could remain above the average of the last 
20 years (3.7 per cent) for around a decade, though 
after that global demographic pressures are likely to 
lead to a gradual decline. 

The BRICS’ share of world growth could rise from 
roughly 25 per cent in 2003 to more than 40 per cent 
in 2020. Their weight in the world economy could rise 
from less than 10 per cent now to more than 20 per 
cent in 20 years’ time. India’s contribution to growth 
could rise to close to 9 per cent from 5 per cent in 
2003, while its weight in the global economy (in us dol- 
lar terms) could double—though off of a low base—to 
4 per cent in 2020 from roughly 2 per cent now. 

The number of people with incomes over $3,000 (Rs 


1,32,000) in BRICs—a level consistent with the World 
Bank's classification of entry into the ‘middle class—could 
nearly double in the next three years. In a decade, over 
800 million people across the four economies may have 
crossed that threshold, a number greater than the popu- 
lation of the us, Western Europe and Japan combined. 
In India alone, the number of people with incomes 
over $3,000 could increase by nearly 14 times in the 
next decade. By 2020, the share of India's population 
in the middle class could grow to 14.5 per cent of the 
population from roughly 0.5 per cent currently. 
Still, individuals in the G-6 will remain significantly 
wealthier than those in BRICS. Ву 2020, income per 
capita in the G-6 could average roughly $35,000 
(Rs 15,40,000). At that point, only 11 million peo- 
ple in the BRICs economies are likely to have incomes 
above that level. 


and oil could remain very strong (well over 2 

per cent annually) over the next 15 years or so 
as China’s industrialisation continues and India’s fol- 
lows behind, suggesting that pricing pressure could per- 
sist for some time. After this period, the trend should 
decline gradually as more economies move to a phase 
of lower demand growth. 

The BRICs economies could continue to increase 
their already substantial contribution. to global oil 
demand growth. China’s contribution should remain 
high but is likely to peak in 5-10 years time and 
should decline steadily thereafter. India's impact will 
become gradually more important. In less than 15 
years, India's contribution to global demand growth 
could overtake China's. India's share of actual oil 
demand (as opposed to growth) could nearly double 
and will gradually converge on China's. 


|86 global. demand growth for energy 


next decade, with the potential for a three-fold 
increase in car ownership. But the best decade for 
India’s growth is probably about 10 years behind 


I automobile growth could be rapid over the 


increase by nearly 14 times in the next decade. By 2020, the share 


of Indias population in the middle class could grow to 14-5 per cent 
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India’s automobile growth could be rapid over the next decade, with 


the potential for a three-fold increase in car ownership. But the best 


decade for growth is about 10 years behind Chinas, starting in 2015 


China’s, beginning in around 2015. 

China and India may emerge as the world’s #1 
and #2 car markets. Within 20 years, China could 
have overtaken the us as the world’s largest auto 
market, with India displacing the Us perhaps as 
early as 15 years later. 


rise from a paltry 3.5 per cent currently to 
around 10 per cent by 2020, depending on the 
extent of capital market development. If they choose 
a more market-based approach to corporate finance, 
their share could be as large as 16 per cent. 
Market capitalisation in the BRICS’ economies 


B RICs’ importance to global equity markets will 


could increase over the next decade by a factor of 
four times to $4 trillion (Rs 1,76,00,000 crore), 
with a large increase in capital market activity. 
China and India alone could account for 60 per 
cent of that total. 


BRICs is meant to be an exercise at looking at 

potential growth in these economies; they are not 
hard and fast forecasts, and we are sure to see cyclical 
variations around the trends that we are projecting. 

In order to experience the long-term growth path 
we envisage, it is crucial that India, like the other BRICs 
nations, maintains steady progress in strengthening the 


I is important to understand that our work on 
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conditions for growth. Chief among these are openness 
to trade and investment, sound macro-economic 
policies, strong institutions and infrastructure (physi- 
cal, logistical, service and health), and high educa- 
tion levels. These conditions provide the key to 
delivering the kind of sustained higher productivity 
growth that has eluded India in the past. 

Each of the BRICs economies faces its own chal- 
lenges i in strengthening the conditions for growth. 
India is starting from a low base, and maintaining 
momentum will be key over the long term. India 
lags China and Russia in levels of openness, basic 
education and physical infrastructure, leading us to 
caution that India has work to do to build the 
foundation for realising its long-term potential. In 
each of these critical areas there are signs that 
things have been changing for the better, suggesting 
that India has an opportunity to achieve the pro- 
ductivity growth that would allow it to meet the 
BRICS projections. 


different places in terms of their economic structure. ` 

India can learn from China in: harnessing capital апа: 
managing the transition to a more open. economy. Аг 
the same time, India’s strength in services and i incipi- | 
ent moves to support home-grown private sector ini- - 
tiatives provide good examples of more micro-level + 
innovations to lead economic growth. Comparisons . 
between the current economic environment of India 

and China are misplaced, From a point in 1986 where ` 
China's and India's per capita incomes were equal . 


'at $275 (Rs 12,100), China's per capita GDP has more . 


than tripled while India's per capita income has- 
crawled up to $494 (Rs 21,736). China's export sec» * 
tor is nearly six times that of India. Much of China's , 
improvement comes on the back of the Country's 
reform. programme—largely focussed on the: external | 
sector—which began in earnest in 1978. : А 
India’s liberalisation and reform period began 
about a decade later, and it is still about 10-15 ` 
years behind in the reform process. India's earlier - 


to do to build the шип [ог realising its Tongia potential 


Infrastructure and education (especially at the 
primary and secondary levels) are two crucial structural 
conditions to keep India on a steady growth path, given 
India’s tilt towards service-sector activities. Looking at 
our BRICs model, if India can match China in the 
quality of its infrastructure and education, growth 
rates over the next five years could jump from an 
average of 6.1 per cent to 8.1 per cent. | 


this much-hyped comparison between China and 
India. Sure, both have experienced strong growth 
7 over the past decade and both have massive labour 

force potential as well as strong diasporas to parti- 

cipate in economic development. But that's about 
: where the broad similarities end. The economic ori- 
entation of the two countries represents two different 


I: the coming years, we will hear more about 


approaches to development, one manufacturing-led 


and.the other services-led. ; 
Moreover, India and China are at completely 
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stage of the reform process explains much of its 
lag behind China in areas such as Bgehness and 
infrastructure described earlier; { 
. Despite the different routes to growth that the 
two economic giants may follow according to their 
own relative strengths, the prospects for sustained and ` 
accelerating reform are encouraging. While there is still 
much scope for reform, India’s healthy progress in libe- 
ralisation particularly in the. services: sector, the. 
dard-setting marks of globally: 
broad-based support for economic c and st pum 





reforms, and long-awaited infrastructure. develop-. 


ment suggest that India could be : setting up the neces- © 
sary conditions to support the: type of long-term. 
growth path we project. The country's focus on the 
rural sector and on raising. living standards across 
the board need to continué momentum to set the stage 
for sustained growth. If these important conditions do 
strengthen, India may well realise its potential as the 
sleeper success story of the BRICS. W | 
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THE 19705, ALVIN TOFFLER’S “FUTURE SHOCK” BROUGHT TO EVERYONE'S NOTICE - 
the rapid pace of change in the modern world and the challenges. of adaptation. =- 
It talked about the generation gap that change creates on account of conflicting 
beliefs, values and lifestyles between generations. In the years that ensued, ме have all: 
come to realise that prediction can end up as a gross understatement. - us 
People who grew up a decade or two ago beli ieving that drinking anything other tha silk nen 
is bad, are now being advised to take a glass of wine every day. Not frequenting a a pub А 
in a while is considered uncivilised behaviour these days. The institution of marriage and the 
responsibilities that it carries is undergoing a change right in front of our eyes. Western P 
values are seeping into the psyche of Indians every passing day. When such changes and con- 
flicts are being faced by ordinary people in their lifetime, let alone gaps between generations, - 
what changes and issues are we to expect in the corporate world? Are we to expect businesses 
to be managed and driven differently? What kind of entrepreneur will be riding the emerging. 
wave of newer wealth creation? 
Before we try and predict the behaviour of the new entrepreneur, we must develop a view 
of what the future has in store for us. Let me take a shot at what this century will unfold. If 
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we don't self destruct (which is not a completely 
unlikely scenario, given the possibility of a nuclear 
holocaust or any negative application of the enor- 

` mously high technological power that we possess), we 
are likely to witness dominance of newer goods and 
services in the new economy on account of yet-unex- 
ploited and. yet-to-emerge inventions and innova- 

i oni. The 20th century has seen more than two 
thirds of global wealth arise out of inventions and 
innovations that happened during that century. 
' Today's highly mature airline, pharmaceutical, infor- 


© mation technology, and several other, ine are tes- 


timonials to that... 
By the same token, more ‘hari 75 per cent of the 
' world GDP towards the end of this century is likely to 
relate to newer goods and services. For example, in 
information technology services in India, in less than 
eight years newer services have come to contribute 
; more than 80 per cent of the revenues . 


The world GDP is at $36 trillion (Rs 15,84,00, 000 | 


crore) today, with about two thirds of the same being 


` in services (say $24 trillion or Rs 10,56,00,000 crore). 


With about 15 years of offshore delivery: experience in 
.. India, and with this. disruptive way of delivering services 
in a virtual environment being a mature practice, one 
can conclude that remote delivery of services will 
dominate global economic activity in the future. While 
_ China has emerged as the ‘manufacturing hub of the 
world’, India consolidated its position as the ‘services 
hub of the world’, This does not in any way diminish 


_ the importance and prospects for manufacturing for“ 


India. In fact, one can expect a fair amount of manu- 

facturing to shift to India as the global customers 
- want to minimise the country risks. 

By 2020, the world cpp may exceed $50 trillion 

(Rs 22,00,00,000 crore) with more than $35 trillion 

(Rs 15,40,00,000 crore) coming from services. If India 

` grabs 3 per cent of this global services pie, touching a 


trillion dollars in this segment is a potential reality. 

| Interestingly, if India continues to grow at about 31 per. 

' cent in exports of IT. and business process outsourcing, 
that in itself would jd a. trillion. dollars: for the 


country by 2020. The knowledge industry 
opportunities for the new entrepreneur in ways 


. far removed from traditional operations. 


Fq710morrow's entrepreneur will increasi 
; a global player. In the last 10-15 year: 


trade has significantly outpaced gene 


- потіс growth and has come to alter traditiona 
; mic models. 


The breadth of economic model: 
wide is much narrower now. Instead of capit 


опе end and communism in the other, with c 


hues of socialism in betwéeri, consumerism a: 


‚ ket-led economics have come to prevail for all | 
„purposes. The role of nations is diminishing 


policies are converging. As we are moving tow. 


| diminishing role of nationhood, corporati 
_ increasing their role of seamless operations 
. nations and are acting as true ambassadors. Li 


globalisation coupled with the information tec! 


: revolution is greatly enhancing the need to ap 
: cross-cultural differences and is developing an 
. of building effective cross-cultural bridges. 


The new entrepreneur is also in most insi 


‚ virtual entrepreneur who has come to terms v 
- new reality of the death of distance that infor 


and communication technologies have brough 


: What the technology is able to provide, howeve 
то be matched by mindset changes. While tt 
- nology is changing by the day, the natural inc 


for the minds is to change by the generation. 


select few who are able to таке. фе leap soo 
_ therefore in a better position to reap. the b 


Working with people and teams in a virtual e 


` ment is a different ball game altogether. Rece 
‘the differences in the first place and taking a ү 
.. centric view could bring іп benefits of much 
_ orders of magnitude. The offshore delivery mr 
` the information technology industry was predic 
. this belief, and has proven to be a successful 
; Customers, for example, are preferring to o] 
_ process-driven security environment that a ve 
` able to prn dian rely on. companies that ar 


If India continues to grow. at t about 31 per cent in exports of T 


and business | process outsourcing, that i in itself would | 


yield a trillion dollars for the country by 2020 
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mature in their processes even if they operate from the 
same country. Virtual operations, thus, is both a chal- 
lenge and a great opportunity. 

As intellectual capital came to dominate physical 
capital, professional entrepreneurs started dominating 
the economic world. Whether it is a Bill Gates or a 
Michael Dell or a Sam Walton, people with direct 
stakes in the company, active participants who bring 
professional expertise and passion to the table, are rede- 
fining the rules of the game. 

As entrepreneurs are turning professional, pro- 
fessionals are acquiring entrepreneurial attitudes 
and skills. Employees are no longer regarded as 
providers of services, but as partners, associates 
and stakeholders. Hierarchical structures and com- 
mand-and-control systems are no longer effective. 
Organisations are operating in a networked fashion, 
with many value-creating entities that are func- 
tioning as though they are businesses within busi- 
nesses. Rewards are directly connected to the end 
results and outcomes rather than effort. Stock options 
and more of variable pay are encouraging entrepre- 
neurial behaviour among employees. 

Thinkers, doers and communicators are no longer 
segregated in successful organisations. The job des- 
criptions are bundling thinking, doing and commu- 
nicating capabilities into every function, as every 
employee is being regarded as a leader, taking end-to- 
end responsibility for whatever he or she is entrusted 
with. Whether the activity is an external customer 
facing function or an internal support function, the 
same is regarded as a value creating business opera- 
tion. And the benchmarks for each of these functions 
are becoming global. This kind of independence 
and interdependence calls for collaborative beha- 
viour that is quite distinct from the operations of the 
industrial era. 


he knowledge economy operates by princi- 
ples that are dramatically different from those 
of industrial economies of the past. The emer- 
gence of the new economy has been so rapid that the 


As entrepreneurs are turning profe 


world has not come to grips with the new reality fully. 
The lifecycle of any new value creation attempt pro- 
ceeds from an idea to commercialisation and from 
commercialisation to commoditisation. This cycle 
time has proven to be significantly shorter in case of 
the knowledge industry. Even in case of manufactured 
goods, the influence of the knowledge economy has 
been significant. In most instances, modern day man- 
ufacturing has knowledge and technology deeply 
embedded in its processes and products. 

However, the knowledge industry in particular 
goes through the following shifts between com- 
mercialisation of an idea to commoditisation. In 
the initial stages, value is driven around people 
with specialised knowledge and skill, then those 
capabilities get captured by a process or methodology 
that standardises, demystifies and provides access to 
more professionals, and thereafter, these processes 
get automated through use of technology. Once 
that stage of automation is reached, the path to 
commoditisation is a short one. Enterprise resource 
planning (ERP) products, for example, represent this 
trend rather well. At one time, understanding and 
acting on organisational processes was the prero- 
gative of a privileged few. Thereafter, process- 
driven consulting firms enhanced the participation 
of professionals on a massive scale to extend the 
benefits of this knowledge to more businesses. ERP 
products automated this process knowledge and 
have brought down the total cost of ownership for 
the customer over a period of time, and may con- 
tinue to move in that direction; |. 

The speed at which new products and services are 
introduced, and are becoming obsolete, is altering 
investment considerations and behaviour. Companies 
rarely make five-to-seven year plans these days. 
When next year's projections are most often off 
the mark, planning beyond three years is a futile 
exercise in most instances. Venture capital and pri- 
vate equity seem to fill some gaps in the current capi- 
tal environment, driven by intellectual capital con- 
siderations and altered risk-reward scenarios. 


ssional, professionals are acquiring 


entrepreneurial attitudes and skills. Employees are no longer 





regarded as providers of services, but as partners and associates 
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raditional factors of production (land, labour 
- and capital) are no longer the principal drivers 
of value creation. As compared to the ‘hard 
infrastructure’ in the traditional industry, the role of 
hat I would refer to as the ‘soft infrastructure’ has 
become quite dominant. Soft infrastructure is repre- 
sented by factors like quality of the brand, strength of 
the customer base, possession of specialised compe- 
tencies and knowledge components of unique value, 
systems, processes and technologies that can deliver 
sustainable value, quality of leadership, etc. A quick 
Тоок at the balance sheet of any reputed organisation 
reveals that the difference between the market capi- 
talisation of the company and the weight of the 

















je soft assets. In most instances, the hard assets as 
counted in the balance sheet may be no more 







ticularly in a knowledge industry. 

Another way of looking at the new value creation 
odel is to observe resource consumption. diffe- 
perceived by the old and the new economy. 

sing requirements from traditional classifica- 
-tion of men, materials and machines is quite limiting. 
Unless we take into consideration what I would call 
the “methods” (which are the same as soft assets), full 























“Globalisation and liberalisation in India have 

ifted economic initiatives away from wealth dis- 

tribution considerations to wealth creation. Long 

before we are able to sort out wealth distribution 

issues, additional wealth could in fact be created. My 
` driver not only possesses a cell phone, but is using it 
., more extensively than I could dare use a few years 
c аро. on account of high cost. 


















the last 50 years or so. Information technology, 
for example, has brought about a transformational 
hange. Newer and potentially more impact- 
ng technologies such as biotechnology and 


25 CEOs and Thought Leaders on India in the year 2020 


dance sheet is in fact the unaccounted value of 


than 20 per cent of the market capitalisation, par- 


we consider creation is no more than transformation. For, what is a 


The knowledge base has expanded manifold in 


nanotechnology are still in the works. The potential 
for information technology (which is man's way of 
dealing with information) and life sciences (that 


deals with understanding, in a way, nature's way of 


dealing with information) converging and coming 
together is very exciting. 

It does not take 50 years for a country to become 
wealthier, as was the case with Japan, any longer. 
Right in front of our eyes, we are seeing a large 
country like China performing economic wonders. 
In certain sectors, India has also shown such 
resilience. Current knowledge and technology are 
way ahead of our ability to put all of it to good use. 
We need no more than 15 to 20 years to have all 
the basic needs of the entire population met. In 


today's environment, basic needs are no longer 


limited to bread (roti), clothing (kapda) and housing 
(makaan). Basic needs include good education 
and servicing of the health requirements of the 
population as well. 


“nomic worldview. What we consider creation 

‘is no’more than transformation. For, what is a 
microchip more than a fistful of sand and a bucket- 
ful of knowledge? A combination of earth, water, heat 


T is a paradigm shift taking place in our eco- 


- There is а paradigm shift taking place іп our economic worldview. What 


and stated knowledge of a process can create a pot 
through a transformational process that rearranges the 
atoms to suit our needs and requirements. 

Practically every wealth creation attempt is a 
transformational process. The new entrepreneur 
is far too aware of this. He recognises the impor- 
tance of gaining knowledge. At the same time, he 
has an attitude of losing sleep over translating that 
knowledge into tangible action. He rests only when 
the transformation is complete. For him, profit is the 
difference between the value he creates and the 
society’s value in the form of resources that he 
consumes: For the new entrepreneur, profit is the 
recognition of his.creativity and hard work by the 
market and society. f 
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4 , THOMAS, A WELSH FRIEND OF MINE, SAID SOMETHING THAT]. 0, 
p have found difficult to forget. “Your resume is like a- 
, mutual fund... what matters is its МАУ today. The fact that ` 
you performed well two years ago is a matter of marginal historical interest at best. In 


which skills are you invested today? Tell me about how you are. overweight in the skills that 
the market values today. Have you de-risked your portfolio? What if the skills you have become e 
obsolete next year?" d 
In the old days, it was sufficient if you. were “sound”, intelligent and hardworking. Your > 
_ intentions mattered. If you were well-intentioned, you were in all probability a desirable > 
employee. But іп (ће old days, there were no methods, processes and technologies thar 
could measure an individual’s performance even remotely accurately. There was what in sta- 
tistics is referred to as "noise". When there is noise, measurements and metrics are ambiguous, | 
© and people get the benefit of doubt. Even chance has an appropriate role to play. Napoleon 
- proverbially rewarded his lucky generals more than the unlucky ones! - ae 
Today, we can measure performance much more accurately, and we can measure your role 
in contributing to a team’s performance, Chance factors (luck, if you will) can be filtered out. 
_ And to add to the tension, we can measure your performance in real-time or quasi real-time. 
We don't have to wait for a year to figure out that you are performing poorly. If you were 
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unproductive today, we can let you know the same 
evening or even during the same day! 

If one were to act as a consultant to the know- 
ledge worker of tomorrow, one must advise him or 
her to consider these two factors as paramount: 
“skills of value” and “real-time accurate feedback on 
performance”. Both of these can be sources of 
great psychological tension. “Oh my God... how am 
I going to keep my skills current all the time? It is a 
treadmill. I will age before my time and become a 
dinosaur!” “Being measured for output and quality 
every day and being forced to face up to oneself 
warts and all... that will drive me crazy. How can | 
possibly cope with it?” 

All of these are valid reactions. But as is always the 
case, there is a silver lining. The pressure cooker 
atmosphere of the future may actually help stimu- 
late our creative juices and help us convert the fears of 
tomorrow into opportunities. 

Paradoxically, in order to keep oneself abreast of 
the latest skills, it is not so important to know the 
latest skill itself, for surely that one is going to get 
obsolete in the near future, What you need to know is 
how to learn and leverage new skills as and when they 
become fashionable. One needs to learn to learn. 
Strange, is it not? We are back to the very beginning of 
human pedagogy. Socrates would have understood and 
expounded on mastering the techniques of learning. 
Euclid would have related to the emphasis on the 
methodology of learning. For once you have learned 
to learn in an efficient and coherent manner, no new 
skill should daunt you. Before | can say "Java" or 
“C++”, you can respond with * *Java Beans" or *multi- 
threaded applets". 

“In my end is my beginning”. To learn, we have to 
go back to the basics. Language—not just any one lan- 
guage (although a polychromatic, polymorphous, 
omnivorous and *polyphiloprogenitive" version of 
English is likely to emerge as the universal language of 
the future)—but language as the ultimate communi- 
cation medium, both to imbibe new skills and to 
transmit one's own signals, will be critical. In this 


context, language skills include the ability to com- 
municate or absorb ideas through pictures, graphs, 
charts or multimedia j juxtapositions. © B 

Larry Weiss, an eccentric Jewish - friend ай тіпе, 
once explained to те how the Talmud was written. 
In the middle of the page is a single line being the 
original text. Around it in ever-widening concentric 
circles are the commentaries of that text in chrono- 
logical order, with the most ancient on the inside and 
the most recent on the extreme outer edge. You 
understood the text not just in isolation, but as 
viewed by succeeding generations of commentators, 
and as you observed the changes in their linguistic 
styles and philosophical positions, you were looking 
at the rhythms of the history of the Jewish people. 1 
would use this presentation of the Talmud as the 
basis of teaching and learning languages. Our fears 
evaporate. If you know how languages evolve, how 
they are a mirror of history, then from Fortran, 
Assembler and COBOL through Java and beyond, the 
specific skill becomes a trivial matter of detail. 


nd then there is the. discipline of learning. 
A How does one take notes? How does one 
summarise today's learning? What are the 

rules of thumb? How does one categorise different 
items under different headings? How do seemingly 
unrelated things, in fact, tie up with each other? What 
can be easily forgotten? What can be the cause of 
frequent inadvertent errors? What are most tasks 
likely to require? What are the outliers that one needs 
to worry about only once in a while? — 
Anyone who has prepared for a gruelling exami- 
nation in contemporary India should be able to deal 
with the future easily... for these are all obsessive 
items in our bande jit of how to learn to learn. 





Suddenly, today’s much-maligned skills seem relevant 


for the future. Tough: yes. Daunting: of course not! 
I don’t have oodles of empirical research behind 
this. But I am convinced that students who take notes 
diligently, who read them at least once the same 
evening, and who complete their homework the same 


In order to keep abreast of the latest skills, it is not so > Important 





learn and E new skills as and when d become lbshionable 
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Learning does not end with school or college. Each of us needs to - 








take notes daily, summarise daily, recap daily, and complete our drudgery 





daily throughout our working careers if we are going to be learners 


day are the most efficient learners, Again, this is no 
great startling revelation... except the fact that learning 
does not end with school or college. Each of us needs 
. to take notes daily, summarise daily, recap daily and 
complete our drudgery (including answering absurd - 
e-mails) daily throughout our working careers if we are 
going to be learners, if we are going to have solid NAVs 
in Bryn Thomas’ judgement. 

This leads me almost logically to the next argument. 
Real-time feedback and evaluation is not a painful 
intrusion. It can be the ultimate help. There is a 
Tibetan saying that the harshest judge of a soul’s actions 
is the soul itself. The soul is also the best teacher of 
itself. We can and we should welcome real-time feed- 
back, and use it as an input to learn. If a practice or a 
habit makes us less effective—less productive as a 
salesperson or less elegant as a programmer or less 
responsive as a front-line service person—we should 
welcome the fact that we find out about it soon. At 
least in the future, no one can say that all my life I pur- 
sued an activity that I was not suited for or I kept 
making mistakes that I would have avoided if only I 
had known! Now and in the future, we can know. We 
can use this knowledge to fix our mistakes, address our 
weaknesses and capitalise on our strengths. 

The best thing about being able to measure indi- 
vidual performance, including individual contribu- 
tions to team performance, is that the element of for- 
tuitousness in evaluations, judgements, rewards and 








recognitions can be reduced. We may start dealing with 
organisations where the undeserving get what they 
deserve, which is not much, and the deserving get their 
dues. Companies may move away from the well- 
known traditions of capricious cronyism to a more 
Жер assessment of individuals. Rather than become 
a source of judgemental opprobrium for individuals, | 
се сап learn early іп their careers what best 
suits their aptitude and move there. Quick feedback, 
even with successive serendipity, should help in this. 

It sounds strange... to prepare for the brave 
new world, the brave knowledge worker needs to 
seek the wisdom of the ancient world. Learn lan- 
guage... the French call it semiotics, the science of 
signs. And if it is wisdom that one seeks, then where 
better than the venerable Talmud? Let the Talmud 
be our guide not only in content, but in form as well. 
Be disciplined in. your learning process. Do not 
look down on the methods of study that have seen 
us through the searing crucible of the Indian exa- 
mination system. Learn efficiently, daily, frequently 
and systematically. Do not fear instant feedback... in 
fact, benefit from it to learn well, learn faster, accept 
objective judgements that the new technologies will 
provide, abandon the ship where you are not wanted, 
and at fortunes where you can use your strengths. 
All of this sounds boring, old-fashioned and jejune. 
And yet, they may very well be the best prescriptions 
for success in the future. @ 
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OWE THE MOST EXCITING VISION OF THE FUTURE OF MEDICINE TO: AN 

Austrian monk, Gregor Mendel, whose laboratory was the garden 

of his monastery. About 150 years ago, using the pollen of one plant 

to fertilise others, he observed that traits are passed on to successive generations. This 
sowed the seeds of a new discipline, which came to be called genetics. | 
We know that the traits we inherit from our ancestors аге determined by our genes, which 
are part of our DNA, shorthand for deoxyribonucleic acid, Genes trigger the production of pro- 
teins that are essential for life processes, like insulin, which helps transform sugar in the body 
into energy, or erythropoietin, which is essential for the proliferation of red blood cells. DNA 
is the code of all life and is incredibly complex, as anything so wondrous as life should be. 
It took a hundred years after Mendel for James Watson and Francis Crick to discover the 
structure of the DNA. We now know our DNA consists of three billion letters, each letter deno- ` 
ting a pair of substances that replicate twice within each one of our tens of trillions of cells. 
By the end of the 20th century, thanks to the labours of over 1,000 scientists in six nations 
across the globe, we were able to read the entire genetic code of a human being, otherwise 
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known as the human genome. 

Announcing the completion of the Human Genome 
Project on June 26, 2000, the then us President Bill 
Clinton termed this learning of “the language in which 

| God created life” as a profound new knowledge that 
would “revolutionise the diagnosis, prevention and 
treatment of most, if not-all, human diseases". 

We know now that minute genetic differences 
explain why among people with the same disease, 
some respond to certain drugs and others don't. We 
also know that more complex differences are, at least, 
partly responsible for some people being prone to a 
whole host of diseases including cancer, sleep disorders, 
Alzheimer's, atherosclerosis and diabetes. As of now, 
more than a quarter of the drugs that are under deve- 
lopment are biotech products. And many more drugs 
of conventional chemistry are based on the increasing 
understanding of molecular biology (the branch of bio- 
logy that studies the structure and activity of macro- 
molecules essential to life, particularly their genetic 
role), which has been an integral part of drug discovery 
for several decades prior to the completion of the 
sequencing of the human genome. 


tous scientific advance of the 20th century, the 

application of this learning to cure and, more 
importantly, prevent disease, will be the challenge of the 
21st century. The pundits of post-genomic medicine 
believe, as Philip Kotler and Frangoise Simon have 
noted, that the future of medicine will be marked by two 
paradigm.shifts: from diagnosis and treatment to pre- 
diction and prevention, and from a mass-produced 
drug for a. population тоа designer drug tailored to an 
individual, based on our emerging understanding of the 
genetic code of humans and diseases that afflict them. 

One cannot, howevet, ignore the complexity of 
achieving this vision. Our genes—30, 000 of them— 
produce three lakh proteins, and different genes 
can produce different proteins at different stages in 
life. The rate at which these аге produced could 
change to make them inappropriate for the complex 


I: unravelling the human genome was a momen- 
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‚ mutations that complicate 


‚ Reddy notes, the сур. epidemi m 


' the most vulnerable v victim 


reactions that tlie participate in. And there could be 
issues further. It will 
necessarily take decades. ntific research to 
comprehend. the complexi evelop effective 

therapies, particularly for dege 1 erative diseases like . 
Alzheimer's and atherosclerosis, 

г ]t is not just the lay person who gets. carried away 
by the aododbtediy immense potential of spectacular 
scientific advances and genuinely believes that the 
future is now. Take the example of penicillin. It was so 
effective against the staphylococcus bacteria that no less 
than the then Surgeon General of the United States, < 
William Stewart, declared in 1962: “The time has 
come to close the book on infectious diseases. We have 
basically wiped out infection from the United States.” 
Within a decade of this assertion, 90 per cent of the 
staphylococci had developed e resistance to penicillin. 












enough evidence that rigorous scientific research 
will yield notable successes. The success of - 
science is perhaps best evidenced by the changing 
causes of mortality overtime. 
At the beginning of the 20th century, the leading 
causes of mortality. were communicable diseases: 
pneumonia, tuberculosis and diarrhoea. The war 
against communicable diseases has not been won; 
AIDS and SARS аге grim and sobering reminders that we 
have a long way to go. But the leading causes of mor- 
tality now are the non-communicable diseases led by 
cardiovascular diseases (CVD), : afflict 200 million . 


Т riumphs are sometimes temporary, but there is 





people globally. Heart disease and stroke, the two 





principal cardiovascular diseases, kill 17 million peo- ` 
ple a year, compared t to the thi million who die from ` 
HIV/AIDS. 80 per cent of СУ deaths and an even 
greater percentage of cvp-related disability are in 
low and middle-income countries. As Dr. K. Srinath 
that the poor 
ons would be 
century”. 

Even as one contemplate he future of medicine 















among nations and the poor with 





ith the optimism born af the ant г ding explosion of 





Triumphs are sometimes temporary, but rigorous « scientific research | 





will yield notable success. The success of scie nce s perhaps | 
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The future of medicine has two challenges that are 


equally important: to harness science, and to do it at an affordable 


cost. India is uniquely positioned to show the way in both 


knowledge, the celebration of scientific triumph, 
when it comes, will be of no consequence to the vast 
majority of people if they have no access to the medi- 
cines they need. The future of medicine has two chal- 
lenges that are equally important: to harness science, 
and to do it at an affordable cost. Astonishing as it may 
seem, India is uniquely positioned to show the way 
before the end of the next decade. 


demonstrated its potential on both these 

dimensions. Just about thirty years ago, we 

were struggling to make the most basic drugs. At that 

time, few would have thought that India would emerge 

as the leading manufacturer of low-cost active phar- 
maceutical ingredients and generics for the world. 

Today, India has the largest number of 


T: Indian pharmaceutical industry has already 
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FDA-approved manufacturing facilities outside the us. 
Over the last several years, India has consistently 
made the largest number of drug master file sub- 
missions for bulk actives for generics, and over a 
third of the submissions are now from India. Last 
year, close to 20 per cent of the total filings of 
abbreviated new drug applications for finished 
dosage forms in the Us were from India. 

In biotechnology products, too, Indian compa- 
nies have succeeded in bringing generic versions of 
insulin, erythropoietin and granulocyte colony stimu- 
lating factor to the market, apart from vaccines. 

From generics to new drugs, from imitation to 
innovation, is a big leap but there is growing optimism 
that Indian companies have an opportunity in the 
R&D space. 

Let me draw from my own experience and review 


Sakal 


Saamna 


"As per 2003 NRS figures 








the progress we have made in approaching the prob- 
lem of atherosclerosis, a condition where fatty deposits 
- on arterial walls form plaque that could interfere 
with blood circulation. Atherosclerosis is, by far, the 
. most important cause of heart attacks and strokes. 


Atherosclerosis starts early in life, indeed from child- 


hood, progresses slowly and presents itself dramatically 
in middle age or later. 

Atherosclerosis is currently managed by lowering 
low-density lipoprotein (LDL), the ‘bad’ cholesterol. Yet, 
almost half of all heart attacks and strokes occur in peo- 
ple with total cholesterol of less than 200 ml/dL. 
There is as yet no therapy that actually reverses the for- 
mation of atherosclerotic plaque, though research is 
going on in laboratories around the world to find a 
drug that can act directly on the disease process, 
rather than merely lowering LDL, a risk factor. 

The drug farthest into clinical development is a 


7 molecule discovered by AtheroGenics, which is based 


‚ on the theory that the inflammation of the arteries 
stimulates the production of a protein that, in turn, 
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issue is one of cost, and therein lies the rub as well 


as the opportunity for India; +, 


— rug discovery and development are the exclu- _ 

D sive preserve of big pharma companies in the - 

developed world—us, Europe. and Japan— 

and is incredibly expensive. Big Pharma has steadily 

increased R&D spending to over $30 billion. à 
(Rs 1,32,000 crore) every year, up from $2 billion. 
(Rs 8,800 crore) in 1980. On the other hand, there has | 


' been а decline in the total number of drug approvals 


by the FDA in recent years, with just about 20 drugs — 
approved annually, significantly lower than the num- 
ber in the 1990s. The often-quoted Tufts study esti- 
mates the pre-tax cost of developing a new drug to be 
$800 million (Rs 3,520 crore)—-a six-fold increase 


in 25 years. Another study concludes that only about с 


three out of 10 new drugs recoup the post-tax R&D _. 
spend of close to $500 million (Rs 2,200 crore). | 

‚ The fundamental issue is one of containing the cost. 
of development of new drugs. The 20th century - 


There are no insurmountable barriers for Indian companies acquiring 


$ H 


induces the formation of plaque. Results from Phase II 


© clinical trials released in November 2004 evidence 


the reduction of plaque by an average of 2.3 per cent. 

Glaxo is placing its bets on preventing the build-up 
of plaque by preventing the production of an enzyme 
` ‘believed to be responsible for the production of fatty 


. acids from LDL, which are deposited on arterial walls + 


` and form atherosclerotic plaque. Its molecule is now 


|. in Phase II clinical trials. 


| Dr. Reddy’s is working оп a novel target based on 
the hypothesis that plaque build-up consists of three 
' steps: inflammation, cell proliferation and thrombosis. 
This molecule is now in pre-clinical development and 
` has shown.remarkable activity in animal models on all 
the three steps of plaque formation, as also the 
regression of atherosclerotic plaque. | 
There are по insurmountable barriers for Indian 
companies acquiring the scientific expertise to 
make the leap from generics to innovation. The 
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the scientific expertise to make the leap from generics to innovation. 


model for drug development is not sustainable. 

India is already uniquely positioned to undertake - 
the initial phase of discovery and pre-clinical deve- , 
lopment, which is estimated to cost Big Pharma a 
third of their R&D spend. And this is substantiated by. 
the experience of Dr. Reddy's Laboratories itself. . 
Our first eight molecules in the pre-clinical stage cost 
us $57 million (Rs 250.8 crore). | 

Dwell for a minute оп the costs incurred by the ' 


“Big Pharma at the pre-clinical stage; make any 


assumption you like about the actual costs, and you 


will still find that we are hugely productive and ` 


‘cost-effective in comparison. We need to find a 
model that will enable the realisation of similar cost 
efficiencies in clinical development. ` 

If the world's burden of disease is to be 
diminished, it needs science that is both good and - 
cost-effective. India has the potential to deliver on 
science that is both. Wo- 
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YEAR 2005 MARKS THE END OF THE FIRST DECADE OF THE DIGITAL 
network. And what a ride it has been! From the early days of the 
Mosaic web browser and excruciatingly slow dial-up. connections, 


we now have over 600 million internet users, more than a billion wireless devices and blazingly 
fast internet connections. The internet has become an integral part of our lives. It is difficult 
хо imagine how we searched for information before Google, shopped before Amazon.com, 
communicated before e-mail, chatted before instant messaging, and traded collectibles before 
eBay. The mobile, digital, networked world has transformed how we work, shop, play and 
learn. To varying degrees, we have embraced a new networked. lifestyle. 
While these developments have been profound, they pale in comparison to what lies ahead. 
We have taken but a few faltering steps in our journey towards a true networked lifestyle. As 
the relentless march of semi-conductor, software, networking and computer technologies 
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.. continues, we will see developments over the next 
decade that we find hard to imagine today. Our lives 
will be transformed to such a degree that the net- 


worked lifestyle in the year 2020 will sound like 


science fiction. But the science fiction of today may 
well be the technological reality of tomorrow. As 
the famous science fiction author Arthur C. Clarke 
noted: "Any sufficiently advanced technology is 
indistinguishable from magic." Imagine presenting 

а visitor from 1970 with a high-speed wireless mul- 
timedia phone with full-motion video and a camera. 
Or imagine showing a visitor from the 19th century 
a commercial airliner that can fly 350 people, 10,000 
miles in the air. Similarly, the visions of the future may 
sound fantastic and unbelievable today, but they may 
well become as commonplace as web browsing and 
wireless phones are today. 

So, what will the networked lifestyle in 2020 look 
like? To think about the lifestyle of the future, let us 
think about the key activities that define our lives. We 
like to communicate. We like to be entertained. We 
like to shop. And we need to learn. So, let us fast-for- 
ward to 2020 and see how these activities will be 
transformed by the network and digital technology. 
Incidentally, the projections that 1 am making are 
based more on fact than on fantasy. Many of the tech- 
nologies that will enable the networked lifestyle of 
2020 already exist in crude form in the laboratories 
of leading technology and media companies. Some 
early examples of the applications I present are also 
beginning to emerge in early versions. So, fasten your 
seatbelts and come with me as we take a flight of 
fancy into the future. 


into participative media-entertainment expe- 

riences designed by consumers, where con- 
sumers will become an integral part of immersive ent- 
ertainment experiences. Today, we have 'video-on-de- 
mand’ where you can order any movie you want from 
your cable or satellite company. By 2020, this idea will 
have evolved to multisensory ‘experiences-on-demand’. 


B: 2020, interactive multimedia will evolve 


The mobile, digital, networked world has transformed howwe | 


work, shop, play an and learn. To varying degrees, we 
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We will be able to act out any Joey in any place, 


suits with force-f 
headsets, we will lw. 
Hogwarts instead of merely watching Нату 
оп а screen. We will be able to visit the Bahamas ог 
walk on the Great Wall of China, with sights, 
sounds, even smells that will create immersive, mul- 
tisensory experiences. And yes, we will be able to 
have extremely realistic ‘cybersex’ with real people 
or with virtual people of our choosing over a net: 
work. In fact, the ‘real thing’ may be a poor substi- 
tute for virtual sex for many people, without all the 
complications of real relationships! 

Interactive games will become so real that the dis- 
tinction between virtual сваку. and actua t f y 


subtus in iion: сойтш. Digi a anima 
advance to the point that we will not be able to 
distinguish between computer-generated characters 
and real actors. We will be able to insert any digital 
actor into any movie, and have them reproduce the 
emotions, mannerisms and behaviours of actors long 
dead. We may even be able to insert ourselves into a 
movie and arrange the script to produce the emotions 
that we would like. Music will become *mood- 
aware’. As we move from room to room and mood 
to mood in our homes, our music systems will sense 
our feelings and create music that not only is cus- 
tomised to our preferences, but also to our mood. 
Entertainment experiences will become very per- 
sonal, deeply immersive and very addictive. 


personalised. The university and the school 
will come into our homes. Advanced telepre- 
sence will allow us to experience learning as if we were 


T* classroom in 2020 will be global, virtual and 





have embraced a new networked lifestyle 
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In 2020, learning will be a lifelong endeavour, freed from constraints of 





time, space, and certification. Physical presence on campus will become 








unimportant, which will allow ‘virtual campuses’ to become truly global 


participants, not mere observers. No longer will we 
need to study the history of Egypt or Mesopotamia in 
words and pictures. We will be able to, as the song 
goes, ‘Walk Like An Egyptian’. Museums will be 
interactive and immersive—we will be able to have 
conversations with people from ancient civilisations, 
walk inside ancient monuments, and even partici- 
pate in battles of times past. 

We will learn biology from the perspective of the 
ant, learn oceanography by diving deep below a 
virtual ocean, and visualise space by floating weight- 
lessly on a spaceship. Surgeons will learn surgery by 
performing remote surgery on virtual patients, just 
as pilots today learn to fly on simulators. Simulations 
will become an important mode of learning, espe- 
cially for disciplines that emphasise learning by 
doing. Each of us will have our own personal ‘teacher 
bot'—a virtual teacher who will understand our 
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personal learning needs, and will constantly assem- 
ble material that we should be learning in school or 
on the job. Learning will be a lifelong endeavour, 
freed from the constraints of time, space, and cer- 
tification. Universities will largely serve as content- 
creation hubs and data centres. Physical presence on 
campus will become less important, which will allow 
‘virtual campuses’ to become truly global. Even the 
essential social experiences on campus—parties, 
dating and casual conversation—will move to cyber- 
communities that may be spread across the world. 
Language will be no barrier to learning because 
real-time simultaneous translation will have been per- 
fected. Professors and teachers will no longer be pur- 
veyors of knowledge. Rather, they will act as movie 
directors—assembling content and learning experi- 
ences that students can assemble to create a per- 
sonalised learning agenda. 


qux ZUM =тк=н тун 


will become чому i ae 
tform or network. Artificial distinctions betw 
ed and wireless devices, voice and data, com ters 
and phones, or satellite and terrestrial channie : 
ppear in an all EorP (everything over internet pro- ` 
tocol), Converged devices and converged networks . 


| allow us to have access to personalised, high- 
ed multimedia communications wherever we 


1 have a ец hec assist 

pping in a department store. By 2020, 

ill all have our own “personal shop bots"—our 
dat who will search, evaluate, and bargain for us. 
Our routine shopping tasks like buying groceries 
will be сору поша because every item 


t be. Mobility will mean much more than being... 


ble to take a device with us wherever we go 
will be able to transport the entire с 
f our communications—our applications, 
a, our personal preferences and our digital pe 
— wherever we go. Instead of reaching a device 
ith a phone number, we will be able to reach peo- 
le with one universal number. Communications . 
will become context-aware and mood-awate. Com- | 
unication devices will know where we are, what we 
doing and how we are feeling. Based on this, 
swill know. who should be able t to reach us 








at mode ike communication we would ii 
7 Personal communication devices will become so . 
small and so portable that we will wear them on our 


-< all the time, it will be possible to get implants that will- 


we are doing: and h Ww we are feng 


) oti i£ ates will be highly personalised, 
c о initiate requests for оош offers 





product; The раган: of the future will no 
longer need to stack paper towels and cleaning sup- 


К plies—rather, they will focus on displaying products 
; person. For people who want to be truly connected > 


with sensory appeal, like ready-to-eat i meals and 


| fresh bakery products: 


embed communication devices in our ears. Com- E E 


“munication devices will become intelligent enough t to oy 


“Ey “recognise us and even recognise the emotions and 
.. feelings in our voice. Keyboards will be a thing of the 
` ‘past, because we will talk to communication devic 


and computers. It will be possible to carry. оша. е 


casual conversation with your computer, asking the а 
_ computer to perform routine tasks, prioritise ui | 
(schedule and search for information on demand. ı 









pu ur ideal shopping experience is a ‘store ? 
ptm О): you аге greeted personally by а. 
5 salesperson who knows you by name, 

knows: your preferences, knows what you are: 


ili Bohr, the famous physicist, observed: 

*Prediction is very difficult, especially about. 
М the future.” It is almost impossible 1 to pre- 
ways in which the network and society will 
over the next 15 years. And as we look 
back at similar predictions made in the past, the 
track record of futurists is highly dubious. $o you 













should take all my predictions with a pinch of 
salt. As Richard Bach's book, Illusions, says on 
.the last page: “Everything in this book might be 
wrong." While this might well be the case with my 
- flight into the future, 1 hope it was a fun and 


somewhat scary ride nevertheless. 
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thical Businesses 
Will Never Go Out 


moro; ] S global world. “Ethical busi- 
nesses” seems to be one such . 


antithetical ху Many feel that anything that is labelled as.a ‘business’ is funda- 
mentally an unethical enterprise. Most suspect that fora business to be successful, it must be 
built on a conscious compromise with morality. What these notions really reveal is that there 
is a major conflict between business and moral life—a conflict that is disturbing. 

Success in business is seen as making profits, advancing private interest and having an unli- 
mited ambition for money, position and power. On the other hand, moral life focusses on 
abstract wealth: riches of the soul and the heart that come from performing ‹ duties for others, 
taking responsibility wherever it matters, placing other people’s interest over self and always trea- 
ting others with the dignity and respect they deserved or what we would like them to give to us. 
















vice. This value addition is usually accomplished through people. Even so, most businesses 
concentrate on the transaction mode and try to maximise profits without worrying about 
the people and processes adopted to achieve the obvious goal. Sooner or later these businesses 
run into problems. Statistically, the more a a business does чш illegal o or unethical, the 


S implistically, a business can bê: spoken ofasa process of aing value to a product or ser- 
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Enron. When the ethical environment is poor, organi- 

: sational performance suffers because of poor group 
n dynamics and suppressed communication, which hàrms 
„ openness and clarity vital to growth. These are hard to 
- . measure, but can be felt. Easily measured are drops in 
~ productivity. Overall, the morale is badly affected, lea- 
" ving the organisation vulnerable to setbacks. 

On the other hand, businesses that are ethical, too, 
“are faced with some fundamental questions. “What is 
. in it for us to be ethical?" ог “Why should we be 
ethical, when the rest of the world is greedy?” There are 
many answers to these. Some are simplistic, like: An 
: ethical business means a sound perception by the world 
‚ around, greater control over organisational and people 


- ful sleep and hassle-free life for the people working in 

the business. There are deeper and wider answers too. 

. Like: Ethical organisations create an organisational 

culture that can be revered. It enhances group dynamics, 

improves. communication greatly and lightens the bur- 

. den of immorality. It increases the flow of knowledge, 

information and reasoning capabilities. The feedback 

„i mechanism works extremely effectively both ways. 

- Al these are a real strategic advantage. Ethical orga- 

. nisations also play much better in teams as they do not 
. have to cover their tracks all the time. 


“Wovariably, managements blame individuals in tech- 

m Г marketing or manufacturing functions for 
failures and look for scapegoats. But the orga- 

tion has a contributory factor in failure. When peo- 
ple are not provided with an environment to think, 


to suggest that this capability is culturally derived and can 
Ethical organisations provide precisely that cultural 
vironment and spend enormous time and effort on 


and development. of every person. 


n the entire economy: Ethical structures 


' more likely that it will be caught. A classic example is. 


‚ behaviour, a better and stronger business, and happy rest-: 


3 ` whereas welfare signifies community 
`. plan, adapt and execute effectively as a team to meet ` 
..' Objectives, they are bound to stumble. There is evidence 


v be advanced or. regressed through cultural practices. 


organisations can actually have a ripple ` 


` Ethical organisations can actually have a ripple ee 


discourage unhealthy Бердиш ' 
superior ке and аро» 

















that result in sustainable competitive advantage. When 
managers in such organisations understand how ethics 
makes them better, their roles as managers change for- 
ever. Ethics becomes а way of life. ЕП forces one to 
respect the ways of all the stakeholders. A certain 
mutual interest, respect and trust are developed. This 
creates the possibility of transactions, which meets 
the needs of both parties, instead of exacting prices 
from one or the other. This, in eates mutual res- 
pect for the. ways of each at neither. will 
intentionally, nor uninten : he Other, thus 
leading to a committed re уду 



























autilya’ s Абадан. the ancient Indian treatise, 
[К == “If no тап you transact with will lose, then 

you. shall not." Over a hundred years ago, my 
grandfather adopted this philosophy to run the business 
that he established. After working for over 40 years in 
that environment, I find it is still true. His quoting from 
ancient Indian. scriptures has had equally long-lasting 
philosophic meaning to it. The twin concepts of 
“knowledge and welfare" are. worshipped i in the form 
of Goddesses—Saraswati and Lakshmi—both of whom 
are vital for growth in any business or society. He 
emphasised that Lakshmi is not the Goddess of: “wealth” 
but of “welfare”. Wealth is 'somethi ) hat i is private, 


























wealth for all is the true test of a good business. 
Thiruvalluvar, author of ine a the ancient poetic 
treatise, put it beautifully: “Wealth and knowledge 
must always be shared with the comn unity as water in 
a village pond, unlike the water їп; private well.” So 
my belief is: As long as busin create wealth ethi- 
cally and share і it with the community, they prosper. 
And remain perennially meaningful ¢ never out of step 
with the changing world. m е 














-the entire economy. Ethical structures discourag n althy 
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behaviour and, instead, ipie superior reasoning and | performance 
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By RAVI VEN KATESAN i 


Chairman/ Microsoft India 


N MUST BE E a | 
ostradamus 5 


leled pace of technological innovation would have impacted the accuracy 
made his job even tougher. The fact is that today, predicting how te 
andi impact our lives i in the near future is a task reserved for the ow bles 






~~ advanced than anything we iho today. ко 
Pareto's Law—the famous 80:20 rule that governs many managemer 
applicable to our lives as well. Today, an average individual spends 80 
making decisions, doing things or dealing with situations that only i 
her life. The daily grind saps her of all energy, and the monotony takes away th 
` "The result—she spends the rest of her time (the meagre 20 per cent) envisic ing a life 
of things she actually wants to do. Of course, there’s never enough time to айыу get: some-. 
thing done. Technology, I believe, has the power to change this. m : 
: As I contemplate the ways in which technology will continue to change | 
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life more meaningful. It will free up time and a person’s 
mind for other things, in addition to enriching every 
experience manifold. By providing people with the 
means to strike a perfect balance between what they 
want to do and what they must, technology will help 
improve the overall quality of life. 


e first need to understand how technology 
\ X itself is expected to evolve, following which 
comprehending its expected impact will 
be easier. One of the most important things that will 
happen is technology will be “humanised”. This will 
be possible with the emergence of immersive tech- 
nologies that combine elements of enhanced multi- 
media such as spatially-placed sound, 3p video and 
graphics, and haptic technology capable of conveying 
a sense of touch, texture and temperature. As tech- 
nology is made to speak and engage with us at a 
closer, more human level, the rate of change we 
experience will be much greater. 

The other development will be the transformation 
of the internet—both from a technology and an adop- 
tion perspective. The internet as we know today will 
be transformed from a low-fidelity medium used for 
browsing information, to a high-fidelity one that 
delivers rich and immersive experiences. Adop- 
tion of the existing 
options will also 
grow. Broadband 
will evolve to be 
more powerful and 
will flow into our 
homes as easily and 
ubiquitously as elec- 
tricity does today. 

Finally, the direct 
impact of nanotech- 
nology on everyday 
human lives will be 
much clearer. Nano- 
technology can, per- 
haps, be best defined 





as the ability to engineer new attributes by controlling 
features at a very small scale. One nanometre is a 
billionth of a metre; or about 1/80,000 the width of a 
human hair. Its direct impact on end users is relatively 
unexplored, but an example is the research on how 
nanotechnology can make soldiers less vulnerable to 
enemy and environmental threats. 


$ these technologies become all pervasive and 
АД zm integrate into the very fabric of our 

lives, the things we do daily will undergo a 
dramatic change. Here are some examples: 
m One of the most important areas where technologi- 
cal progress will make a big difference is education. 
While information and digital media technology have 
been progressing at breakneck speeds, little has changed 
in the delivery and the design of curriculum. By the year 
2020, the inclusion of immersive technologies will 
foster a new partnership between technology and 
pedagogy, creating a new education paradigm. Teachers 
and students will be thousands of miles apart, but will 
appear and sound like they are in the same classroom. 
Facilitated by unobtrusive picture and sound display 
devices, the infrastructure will give them a strong 
sense of presence—students will be able to “touch” obj- 
ects in a far away museum, or “feel” forces in a virtual 
physics experiment. 
The term interac- 
tivity will be trans- 
formed from mouse 
clicking and instant 
messaging to realis- 
tic, life-size repre- 
sentations of teachers 
and classmates sitting 
next to each other 
and talking. The 
process of learning 
and teaching will 
undergo changes at 
various levels, and 
the term ‘lifelong 


Technology will be humanised through technologies that combine 


spatially-placed sound, 3D video and graphics, and haptic technology 


capable of conveying a sense of touch, texture and temperature 
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learning’ will take on an entirely new meaning. 

w As these technologies get entrenched into the work- 
place, virtual organisations will become the norm, 
and employees will realise the true benefits of remote 
working. In the 1980s, the focus of engineering 
organisations was on quality through reduction of 
defects and use of total quality management models. 
In the 1990s, the focus shifted to re-engineering and 
streamlining processes through the use of virtual 
product development and enterprise resource planning, 
As we move from the industrial to the knowledge 
era, organisations will make radical changes in their 
workplaces. They will use ultra-powerful processors, 
high-capacity networks and electronic performance sup- 
port systems to create virtual organisations. The work- 
place will be transformed from the stationary offices 
based on desktop computers and workstations into an 
intelligent networked environment that enables diverse, 
geographically dispersed teams to collaborate in real 
time in immersive multi-sensory environments. 

m Finally, closer home, technology will be woven 
into the very fabric of our lives, from the moment we 


imagine the daily shower area being converted into a 
state-of-the-art health-scan setup. As we turn the 
shower knob, our pulse and blood pressure for the day 
will be recorded, while insulin and sugar levels could 
simply be checked by shining an infrared light onto our 
bodies and analysing the reflected signals. Of course, 
all of this will be automatically updated into our 
medical records, with diet prescriptions changing on 
the fly, and our kitchen appliances being directed to 
cook only particular things for that day. 


have been touted as the great equalisers, 

having levelled the playing field by breaking 
down physical barriers: People and nations have 
become incredibly successful because of this model. 
The pace at which technology is evolving and crea- . 
ting new paradigms for work and existence leads me .- 
to believe that unlike in the past, India will be in step 
with its peers to realise the true potential of global 
innovations. In fact, it is likely that India could 
lead some of these developments. 


T» and the internet, in particular, 


The е аге boundless: If all goe well, the year 


adoption, and a resultant world leader 


wake up to when we go to sleep. Let’s take, for 
example, the future bathroom. It will include digital 
mirrors, laser toothbrushes, video tiles and a smart 
shower, among other things. The digital mirror will 
include inbuilt digital cameras and will allow us to view 
a wide range of images, including those based on 
how we want to look, rather than how we actually do. 
We could have a great hair day every day, and look 35 
when we're actually 60 years old. The advantage of 
this—a more confident and happier us! The toothbrush 
will come with either a laser or ultraviolet light source 
in the brush head, and use its light to kill bacteria. With 
future polymer displays, electronic magazines, games 
and shopping tablets will be available for safe use 
within the bath. Video tiles will be able to cover bath- 
room walls to provide entertainment or news while we 
shower or bathe. We could, if we want, be showering 
under a South American waterfall, or be immersed 
under sea at a different beach every day. Finally, 
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There have been many instances in the past, where 
India's disadvantage eventually. helped it lead the 
pack in technology adoption and usage. For example, 
our late entry into the telecom industry gave us the 
opportunity to leapfrog into the latest and the best, 
while countries that were ahead of us are today stuck 
with infrastructure investments of the past. In the 
same manner, India. might be able to leverage these 
emerging technologies to address some of the basic 
issues that have plagued us for years. For one, Indian 
students could get world-class education and holistic 
learning experiences at a fraction of the effort and inv- 
estment other countries had to make. Another example 
is the efficient planning and implementation of mam- 
moth pan-India development projects, usually marred 
with inefficiencies and delays. The opportunities are 
boundless—and if all goes well, the year 2020 could see 
India as the flag bearer of effective technology adop- 
tion, and a resultant world leader. W 
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There weren't any upsets in the BT-KPMG Best Banks awardees for the second 





One for posterity: (From L to R) India Today Group CEO Aroon Purie, Citibank Country Head Sanjay Nayar, SBI Chairman 
and Managing Director A.K. Purwar, Union Commerce & Industry Minister Kamal Nath, Shaw Wallace & Co. Executive 
Director Niranjan Thakur, HSBC CEO Niall S.K. Booker and HDFC Bank Managing Director Aditya Puri 


I CAN'T GET ANY BETTER THAN THIS FOR INDIA'S 
banking sector. Falling interest rates, increasing 
demand for loans, improving bottom lines and an 
efficient workforce have all added to the party. 
And they were all there to celebrate it. December 
17, 2004, saw the second edition of the Business 
Today Best Banks Awards being held in Mumbai. The 
awards are based on an annual survey the magazine 
undertakes in collaboration with KPMG, which is now in 
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its 11th year. The success of the event could be gauged 
by the number of people who braved the Mumbai 
peak hour traffic and made their way to the Taj Land's 
End, Bandra. The event, sponsored by Shaw Wallace & 
Co.’s Antiquity brand, kicked off with BT Editor Sanjoy 
Narayan's welcome address that elaborated on how the 
awards were instituted to add another dimension to the 
Best Banks survey. 

Aroon Purie, CEO, The India Today Group (the 


Very Best 


year in a row, but the middle order is catching up. BY PRIYANKA saNGANI 


publishers of this magazine), then took centre stage, 
and noted that just like good tea, one could appreci- 
ate the true value of banks only when they were in hot 
water. He added that Indian bankers have emerged 
from the hot water that they had got themselves into 
in the 1980s and the 1990s. Touching upon a recent 
Reserve Bank of India report, he noted that the last fis- 
cal had been a good one for most banks, despite 
most of them facing a squeeze on their spreads because 
of increased competition. 

Moving on to the highlights of the BT-KPMG sur- 
vey, he noted that while there wasn't much change 
as far as the top performers went, there had been 
significant improvements in the middle order. He, 
however, cautioned those banks that were not show- 
ing much movement, and said they needed to clean 
up their act and become more customer friendly, or 
else risk losing their business to their more effi- 
cient counterparts. “The banks’ primary role should 
not be to shun risk, but to encourage entrepre- 
neurship,” he added. 

The BT special issue (on the Best Banks survey) 
was then released by Kamal Nath, Union Minister 
for Commerce & Industry, who was the chief guest 
for the evening. 

The minister then went on to trace the role banks 
had played in the early 1990s when reforms were first 
introduced in the country, to how the parameters of 





` т 
The best, again: For the second year running, HDFC Bank's 
MD Aditya Puri (R) accepts the award for the “Best Bank” 





T 
Really big: India Today CEO A. Purie (L) looks on as Minister K 
Nath presents the “Biggest Bank" award to SBI’s А.К. Purwar (К 





Productivity pays: Citibank's Country Head Sanjay Nayar (R 
accepts the award for the "Most Productive Bank" 





mile 


Safest bet: HSBC's CEO Niall S.K. Booker (R) is all 
as he accepts the award for the “Safest Bank’ 
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Taking centre stage: India Today Group CEO Aroon Purie (L) and Union Commerce & Industry Minister Kamal Nath, who 
was the chief guest for the evening, highlight the role played by the banking sector in India's economy 





Power play: India Today Editor Prabhu Chawla (L) and 
Reliance Industries’ VC & MD Anil Ambani are all attention 


E 


measuring their success had come into play today. 
Emphasising that India was not only a country of 
great natural resources and a large population, but 
was also rich in intellectual ability and entrepreneurial 
skills that needed to be unleashed on the world, Nath 
noted that this was where the role played by banks 
gained even more importance. 

However, he quipped that banks have the reputation 
of giving an umbrella when the sun is shining and 
taking it away when it rains. This is what needed to 
change. “Banks are at the heart of the country’s eco- 
nomic growth, and today India stands in the departure 
lounge. It is the banks perhaps that hold the boarding 
card that would enable the country to take off," he said. 

lan Gomes, Country Managing Director (India), 
KPMG, touched upon how the survey was carried out 





In the limelight: (From L to R) Union Commerce & Industry Minister Kamal Nath, India Today Group CEO Aroon Purie, India 


Today Editor Prabhu Chawla and Living Media India Ltd.'s Director (Finance) Anil Mehra engage in an impromptu discussion 





Unveiling the secrets: Business Today's Publishing Director Pavan Varshnei (L) and KPMG Country Managing Direct 
(India) lan Gomes share the workings behind the Best Banks’ survey, which is in its 11th year now 





The special: India Today CEO A. Purie (L) looks on as Union 
Minister K. Nath releases the Best Banks issue of BT 





The Best and the Biggest: HDFC Bank's Aditya Puri (L) and 
SBI's А.К. Purwar in a pensive moment 





and how the banks had today moved beyond their 
traditional roles into diverse functions. He said it was 
up to the banks to increase their level of sophistication 
in their disclosures that would enable the survey to 
become more subjective in the years to come. 

On the actual awards front, there weren’t many 
upsets from last year. The first award of the evening, 
which was for the Biggest Bank, went to the State 
Bank of India (SBI). Its Chairman and Managing 
Director A.K. Purwar joked how with its 14,000 
strong branch network, sbi had the award reserved for 
the next few years. 

Sanjay Nayar, Country Head, Citibank, the winner 
of the Most Productive Bank award, said that while it 
was great to receive the award, it cut both ways as its 
customers felt that the bank made too much money off 
them, and the employees complained about not being 
paid enough, 

Accepting the award for the Safest Bank, Niall S.K 
Booker, CEO, HSBC, thanked his customers and his 
employees who had gone through changing times 
recently. “This award is a double-edged sword as 
while safety is a pre-requisite for banking brand value, 
I hope it doesn't stigmatise us with the feeling that we 
are a bit boring,” he joked. 

The final and the biggest award of the evening, 
that for the Best Bank, went to HDFC Bank. Collecting 
the award for the second year running, Aditya Puri, 
Managing Director, HDFC Bank, assured the minister 
that while the banks were waiting in the transit lounge 
with their boarding cards in hand, they want their 
boarding cards back with a present—their interest 
and their money back. 

The evening ended with gr's Publishing Director 
Pavan Varshnei offering a vote of thanks. @ 














25 CEOs and Thought Leaders on India in the year 2020 


From The Editor 


HE YEAR JUST GONE BY HAS BEEN A GOOD YEAR FOR INDIAN BUSINESS. 

| Almost every sector of industry has grown impressively, and this 

in spite of spoilsports like higher global oil prices and a poor mon- 

soon. Of course, the full impact of the latter will be felt over the next 

few months but still India Inc. should have few complaints about 

2004. The hurrahs with which the stock market rang out 2004 are good 
enough proof of that. 

Yet, as we begin 2005 with cheery optimism, corporate India will be 
remiss if it doesn’t heed an important lesson that 2004 (or rather the last 
two months of the year) brought to it. I am obviously referring to the 
fight between the two Ambani brothers. Mukesh and Anil Ambani's tus- 
sle for ownership of the Rs 99,000-crore Reliance business group 
may be the most visible and high-profile fight that has ever taken 
place in any Indian business family. Don’t blame the media for that— 
after all, the fight first spilled out into the open after a short sound bite 
that the elder of the two Ambanis chose to give to a TV channel in the 
middle of last November, and ever since it has been fought by the two 
largely through the media. 

The use of the media as the primary medium for a fight by two of 
the wealthiest and most influential Indian businessmen may seem 
unseemly, curious and even juvenile. And how that fight will end is 
another matter and a subject of full-time (at least for now) speculation among the media. But the 
more important issues the fight has raised are all about corporate fairness, As a new year begins, 
it may serve Indian businessmen well to heed such a notion. So here’s a pop quiz for Indian CEOs, 
promoters, owner-managers and entrepreneurs. 

Let’s begin with a few simple questions: Do your shareholders and stakeholders know who 
owns your company and exactly how? Are those ‘independent’ directors on your company’s board 
really independent or are they all your own yes-men? Have you been allotted shares in your com- 
pany at a hefty discount that your stakeholders are unaware of? 

Should you want good corporate governance (my apologies for using those last two words 
together—a phrase that since November 2004 sounds numbingly clichéd), it’s a no-brainer what 
the answers to those quéstions should be. Yet, at India’s largest private sector corporation, the 
answers to all of those were all wrong. 

Through most of its three-decade-long existence, Reliance and its founder Dhirubhai Ambani 
have been a source of inspiration to hundreds of Indian businessmen, many of whom have been 
so awed by their success and meteoric growth that they've strived to follow that example. 
Now, 35 years after Dhirubhai founded the business, the example that Reliance is setting is one 
that few will want to follow. Let us hope 2005 becomes the Year of Corporate Fairness. 

Have a great New Year! 
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From The Editor 


UCCESSION PLANNING IN FAMILY BUSINESSES CAN BE 

a tricky affair. More so if there is more than one 

contender in the family for the top job every time it 
falls vacant. One way of preventing a Reliance-like 
messy battle for control or ownership is to plan well in 
advance. Many of the families that feature in our cover 
story, Family Values, seem to have been able to do that 
by balancing two different interests—of the family and 
the business—with each other. That is no easy task; it 
often involves tough decisions where one family member 
is chosen for the top job instead of another who could be 
equally deserving. Primogeniture, where the first-born 
inherits the mantle, is not always a solution. Look no fur- 
ther than the Ambani brothers and you will see why. 

How do families stay together and ensure their mem- 
bers don’t fall out? Our story, written by Special Cor- 
respondent Sahad P.V., covers a host of large Indian busi- 
ness families where the new generation has been inducted 
into business and succession is either already under- 
way or being planned. There’s no universal formula 
for planning succession. In 
some large families, like the 
Birlas, an amiable vertical divi- 
sion of a sprawling group saw 
each scion getting a clutch of 
companies. In others, like the 
Munjals of the Hero Group, 
the businesses remain undi- . 
vided but responsibilities are 
allocated among family mem- 
bers, again amicably. 

The Ambani feud has bro- 
ught issues of succession, own- 
ership and management to the fore at other Indian busi- 
ness families. Many scions as well as patriarchs we spoke 
to for the story agreed that India Inc.'s most public fam- 
ily fight has a lesson in it for all of them. The importance 
of resolving issues that have divided the Ambani brothers 
cannot be under-emphasised. Nor can they be wished 
away and it is quite likely that families that resolve them 
early on are the ones that manage to stick together. 

Another feature, wep Nation (Page 66) by Senior 
Assistant Editor Shailesh Dobhal, looks at advertising 
giant WPP's increasing presence in India's Rs 11,500-crore 
advertising market. wPP's aggressive London-based CEO 
Martin Sorrell now controls nearly 45 per cent of that 
market, more than double that of its closest rival. How 
does this impact a dozen advertising and media agencies 
under the wep umbrella? And how does it affect its rivals? 

Which are the Indian companies who’re sitting with 
plenty of cash in their coffers? They aren’t necessarily the 
most profitable ones. Nor do their stocks have to be listed 
or publicly traded. Our first-ever list of India’s Cash-Rich 
Companies has quite a few surprises. Don’t miss it. 
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FS National Commodity and Derivatives Exchange (NCDEX) ` 
5 has turned a year old. And what does it have to boast? Some 

550 members and 5,500 users in 400 cities and towns in 

India. The average trading volumes are in the range of 

Rs 2,000 crore a day, and increasing numbers of people 


are getting interested in commodities—especially agricultural—trading. , 
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The Path Ahead 

Your Anniversary issue (BT, January 
16, 2005) provided a lot of food for 
thought. It left one thinking whether 
divergence is good or a continuous 
evolution of ideas is the 
Z. need of the coming dec- 
ы ade. A word of caution: 
Despite globalisation, the 
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political arena may remain murky, 
and with the economic arena likely 
to remain under its shadow, India 
Inc. will have to keep adapting itself 
to changing situations. 


Apropos your anniversary issue 
India in 2020 (вт, January16, 2005), 
these leaders provoke a sense of 
self-discipline, social responsibility 
and proactive orientation. With them 
leading and envisaging such a rosy 
picture, India Inc. should throttle 
ahead in every field. 


Banking With A Difference 

Apropos your cover story India's 
Best Banks (BT, January 2, 2005), it 
was heartening to see HDFC bank 
on the top of your survey for the 
second year running. The bank, 
though not amongst the largest, 
takes the coveted position on the 
sheer strength of customer ser- 
vice. This goes to prove that efficient 
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private sector banks have a great 
future. It is therefore imperative 
for banks to not only leverage tech- 
nology but also change their concept 
of banking as a service. Our public 
sector banking, giants have an indif- 
ferent attitude and poor standards 
of service. In some public sector 
bank branches, the ISO 9001 certi- 
fications are prominently displayed, 
but the persons supposed to be 
manning their counters are hard 
to find. Clearly, this needs to 
change, and your surveys are per- 
tinent pointers to this fact. 


True Spirituality 

This refers to your story The Soul 
Of The Corporate (BT, December 
19, 2004). People like Sri Sri Ravi 
Shankar should come out of their 
sophisticated ‘ashrams’, which only 
serve the rich, and go to urban 
slums or remote villages for their 
seminars. Spirituality lies not in 
the discourses delivered in five- 
star environments but in services 
rendered to the poor and the igno- 
rant. It is unimportant to teach 
the ‘art of living’ to people who 
are living in the lap of wealth and 
who are already aware of it. 


| . 
Corrections 


| It was incorrectly mentioned in 
BT People (Br, December 19, 
2004) that Sarthak Behuria, CMD 
of BPCL, is probably the only pub- 
lic sector CEO to have a manage- 
ment degree from an IM. Mahesh 
B. Lal, CMD of HPCL (MBA from 
ПМ-А), is another. 


Ajai Chowdhry is the Chairman 
@ CEO of HCL Infosystems and 
not CEO of HCL Technologies, as 
published in Caution: 2005 
Ahead (Br, December 19, 2004). 
The errors are regretted. 
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Citizens Of Reason 


HAT HAVE YOU DONE FOR US LATELY?” THIS IS 

what resident Indians ask of Persons of 

Indian Origin (rios). Rightly so, too. If their 
wardrobes were to malfunction, what would tumble 
out? Investment certificates in worthy Indian ven- 
tures? Or obscure receipts for dubious donations 
made for a bunch of unaudited ‘do-gooding’ pur- 
poses (which are anything but) in India? 

It's a shame how every calamity tends to worsen 
this worse-than-naive behaviour. Yet, some of them 
have the gall to spout Aristotle saying that being a good 
person and a good citizen are not always the same 
thing. Such philosophy is all very nice, but it would be 


nicer if PIOS change focus from хаад 


their claims of magnanimity 
to the actual magnitude of 
India’s challenge. This means 
getting real, above all. The 
country’s infrastructure, for 
example, needs $150 billion + 
(Rs 6,60,000 crore) over 10 =. 
years, but this it needs by way — 
of investment, not donation. . 
Likewise, it's about time PIOS 
stop waving their wallets 
around as bargaining chips for 
special privileges. They should 
expect none. If the returns 
from India strike their reaso- 
nable interest, their dollars are 
welcome. If not, the projects 
will find funds elsewhere. 

And oh, by the way, as PM 
Manmohan Singh announced a * 
recently, all eios who left India after 26 January 1950 
are now eligible for dual citizenship (‘Indian’ and 
some other, so long as the other country permits the 
same and no law there is broken). Now this sounds 
awfully lot like a handout to win their favour. They've 
been clamouring for this for decades, haven't they? 

Yes, they have. On closer inspection, though, à 
principle appears to be at work here. Dual citi- 
zenship had already been granted a couple of years 
ago to PIO citizens of 16 specified countries in the 
West. The canon of equal citizenship calls for end- 
ing the discrimination arising from such an arbitrary 
list. That's common sense, and it's perhaps no 
coincidence that the news has a ‘We the people...’ 
ring of republic-hood to it. 
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Ironically, the cut-off date is an arbitrary separation 
too, as critics have pointed out. To this, the PM res- 
ponds with the hope—in a tone more wistful than any- 
thing else—that the country should, someday, come to 
welcome anybody desirous of Indian citizenship. 

In this era of globe-girdling lifestyles and globular 
girth love guiles, it is strange that such a hope is seen to 
be so remote. Worse, it gives the impression that India 
is letting people in with reluctance (as is the Western 
norm), rather than a well-thought ideal of openness that 
India considers favourable in both practical and pro- 
found terms (as centuries and centuries testify). 

But then again, that's perhaps what ‘netizens’ 

idee ir think (the internet is fast blur- 
ring geographical identities), 
and they are hardly representa- 
tive of the country at large. So 
what is the big problem with 
open-door citizenship? 
. Mutters and murmurs of 
"split loyalty’ surface the soonest. 
- In this particular social para- 
digm, the country is conceived 
as a maternal figure, and a jea- 
lous one at that, demanding an 
allegiance that brooks little irre- 
verence, let alone straying to 
, another nurturer. This is the 
sort of talk against which reason 
performs badly, unable to 
counter sentiment. 

A solution, paradoxically, 
may lie in another argument— 
typically a cocktail joke—against 
dual citizenship. This, a casual piece of sofa sophistry, 
is the rejection of the very concept of dual citizenship 
on the premise that it promotes a sort of ‘dualism’ in 
spirit that hurts India's quest for unity. 

Whoa! Not only is this profundity way over the 
top, since citizenship is of no greater cosmic significance 
than a postal address, it ends up as a self-goal. How 
come? Its implied preference for ‘non-dualism’ ulti- 
mately works against mother-figure nationalism, par- 
ticularly the vain attempt to secure total fidelity to an 
entity of historical circumstance. Projecting any kind 
of image onto the Indian map does not make the 
view of the planet from outer space any different. 
Or any less borderless, for that matter... if that helps 
getting really real. 
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the early 1800s, two English 
Colonists, MacArthur and Cox, - 
brought in the Saxon Merino sheep 
into the island and the rest is history. 
Today the Saxon Merino are world 
renowned for their fine fleece and 
the soft wool produced from it. 

. Itis from this wool that Raymond 
has woven a fabric of such fineness 
that it takes over 40 kms of yam to 
make just one suit. 

A fabric fineness so superior and у 
so lightweight that i ittakes a man of 
discerning taste to enjoy it 
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Banking's 
Big bang 


Almost all of the 19 public sector banks are planning to either acquire or be 
acquired. The impact on the industry will be profound. BY ROSHNI JAYAKAR 





NNUAL GENERAL MEETINGS AREN'T 
usually events that change the 
course of an industry. But the 
Indian Banks Association's (IBA) 
yearly meet in August last achieved some- 
thing to that effect. To be sure, it wasn't 
so much due to the participating bank 
Chairmen as the AGM's chief guest: 
Palaniappan Chidambaram, the Union 
Minister of Finance. Not one to mince 
words, Chidambaram delivered a simple 
but powerful message to the assembled 
bankers: consolidate. As it turns out, the 
word has worked like magic and freed 
banks of their bewitched somnolence. 
Almost all of the 19 public sector banks 
are talking of either acquiring smaller 
banks or being acquired by bigger and 
more efficient banks. Says K. Cherian 
Varghese, Chairman of Union Bank of 
India: “Consolidation is in the national 
interest, since we need institutions with the 
financial muscle to be global players." 
First off the merger block this year may 
well be Union Bank, whose merger with 
Bank of India is already under discussion. 
It's not yet clear which of the two banks will 
dominate the alliance. While Bot is the big- 
ger of the two, Union Bank is more valuable 
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on the stock market. In any case, the merger will create India's 


‚ second-biggest bank, one that’s smaller than the State Bank of 


India, but bigger than ICICI Bank in terms of balance sheet. The next 


_ big merger could be between Bank of Baroda and Dena Bank—a deal 
that will spawn a bank slightly bigger than the current #3, Punjab 


National Bank. Says A.K. Khandelwal, cmp, Dena Bank: “Conso- 
lidation in the banking sector is inevitable. We are currently shoring 
up our capital (via a public issue) and once our financial parameters 
improve, we will look for acquisitions.” 

Bank mergers are nothing new, and rules permitting, even 
foreign banks would want a piece of the action. But there’s a 
critical difference this time round. The mergers aren’t being driven 
by bailouts, but market forces. That means the industry is con- 
solidating to become bigger, better and global, the bottom line being 
to increase shareholder value. Consider this: Compared to banks 


Note: Not a complete list of potential M&As 


elsewhere in the world, even South Asia, Indian banks get lower 
price-to-earnings multiples because the industry is fragmented 
(80 banks account for 2 per cent of the market). Even the State 
Bank of India, with its Rs 4,07,815-crore balance sheet, ranks #82 
globally. There are just six Indian banks among the world’s top 500. 
Says Sampa Bhasin, Associate Director, Ernst & Young: 
“Consolidation is imperative for unlocking shareholder value, 
inherent needs of banking on account of Basel II norms like capi- 
tal requirement, and also geographical reach.” 

Bank CEOs couldn't agree more. А.К. Purwar, Chairman of 
State Bank of India, has said that before the year is out, his bank 
would have made an international acquisition. Bank of India’s 
M. Venugopal is another who's talked of global M&As. “The bank is 
looking at acquiring a small bank in Indonesia, as that would be 
cheaper than setting up a bank overseas,” says Venugopal. He reck- 
ons that opening a branch would need $100 million (Rs 440 crore). 

It may be decades before Indian banks become as ubiquitous as 
a Citi or an HSBC. But there's no doubt as to their ambition. 








PRIVATE EQUITY P 


Top 10 Deals 
Of 2004 


There was a flurry of private equity deals 
last year. Here are the 10 biggest: 

1) Investors: General Atlantic and Oak Hill 
Investee: GECIS Deal Size: $500 million 
Marked a trend of MNCs (GE in this case) 
hiving off their captive BPO arms. 

2) investors: Warburg Pincus 

Investee: Moser Baer Deal Size: $149 m 
Moser Baer wants a 20 per cent share of the 
global DVD-R market. 


3) Investors: ICICI Ventures and Capital Group 
Investee: Air Deccan Deal Size: $60 m 

A vote of confidence in the budget 

carrier model 


4) investor: Francisco Partners 

investee: OfficeTiger Deal Size: $50 m 
Publishing industry BPO is wooing key 
markets. 

5) investors: Rothschild (and Bharti Group) 
Investee: FarmFresh Deal Size: $50 m 
Recognises India's potential in agri-exports. 
6) Investor: Merion 

investee: Рип] Loyd Deal size: $50 т 

Punj is looking at a 50 per cent annual growth. 
7) Investors: Temasek & WestBridge 
investee: ICICI OneSource Deal Size: $35 m 
Will fund |-OneSource's inorganic expansion. 


8) Investor: Oak Investment Partners 
Investee: Sutherland Global Deal Size: $30 m 
The BPO wants to beef up its tech support 
business. 


9) investor: India Development Fund 
investee: GMR Energy Deal Size: $22 m 
it will fund GMR's third unit at Vemagiri in AP. 


10) Investors: Charles River (lead), 
WestBridge, NeoCarta, JumpStartUp, Acer 
Technology 
Investee: July Systems Deal Size: $10 m 
Boosts development centre and global 
marketing plans. 

RAHUL SACHITANAND 
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No Patent Panacea 


The product patent ordinance meets deadline, but not hopes. BY AMANPREET SINGH 


۸ GAINST ALL ODDS, WHICH 
included opposition from its 
own (communist) ally, the UPA 


‘government pushed through a Presi- 


dential ordinance to keep India’s 
date with the wro-mandated pro- 
duct patents deadline of January 1, 
2005. While the new patents regime 
is applicable to a variety of industries 


including rr and agriculture, it's the 


issue of product patents in phar- 
maceuticals that's proving to be 
intractable. Why? Because of con- 
flicting interests of Indian and multi- 
national drug firms. The latter want 
foolproof patent rules to be adopted 
in India, while the former favour 
flexibility in the letter and spirit of 
such laws. In other words, Indian 
pharma companies that have mana- 
ged to create an industry that's 
fourth-largest in terms of volumes 
(but 13th in value terms) because of 
their freedom to reverse engineer 
drugs patented abroad, haven't yet 
built up competencies that allow 


‘them to develop drugs from scratch. 


Both because it's complicated and 


expensive. Drug innovating com- 


panies (mostly foreign) want to pro- 
tect their products as long as possi- 
ble, also for the same reasons. 
Not surprisingly, the biggest 
bone of contention is that of “ever- 
greening". Here's how that works: 
Towards the end of patent expira- 
tion (usually, patents are for 20 


years), the innovator company will 


tweak the molecule a bit and then 
file for fresh patent on the strength 
of that. That way, it can continue to 
be the sole supplier of that drug 
in the market, keeping copy-cat 
(or generic) competitors out. 
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Union Minister Kamal Nath: 
A delicate balancing act 


Understandably, Indian companies 
are crying wolf. Their argument: 
“Any trivial changes can be given a 
patent and delay the entry of gene- 
rics, and that will harm Indian 
pharma,” says D.G. Shah, Director 
General at Indian Pharmaceutical 
Alliance. So, fresh patents, IPA says, 
should be given only on.a new basic 
molecule. Of course, innovator 
companies find that argument 
absurd. Says S. Ramakrishna, Senior 
Director of Corporate Affairs at 
Pfizer India: “Like in the case of 
any other innovation, the modifi- 
cations need only be novel, inno- 
vative and have utility.” Another 
sore point with the local players is 
the ordinance’s requirement that 
they obtain a ‘no objection certifi- 
cate in India before filing for a 
patent abroad. “We see a sinister 
design to delay Indian companies’ 
entry globally,” declares Shah. 


(Delay, and not sinister, is really 
the key word, given the country’s 
bureaucratic red tape.) 

To the government's credit, it 
has ushered in other significant 
improvements in the ordinance 
(which actually is the Third Amend- 
ment to the Patents Act). Companies 
have been allowed to oppose grant 
of patent before the patent is 
granted. Earlier, that was allowed 
only after the patent had been 
granted. It has reduced by half the 
maximum time permissible for pro- 
cessing an application—from nine 
years to about four years. Another 
important concession to the Indian 
pharma industry is in the area of 
what is called *mail-box applica- 
tions". These refer to patent appli- 
cations filed after 1995, when India 
agreed to the January 1, 2005 dead- 
line. These-will be taken up for con- 
sideration only now, and not given 
patents with retrospective effect. 

If product patents have become 
a sensitive issue in India, it's because 
it was widely believed that prices of 
drugs would shoot up following 
the change in patent regime. That 
may not happen for at least the 
next couple of decades. A staggering 
97 per cent of drugs in India (inclu- 
ding some life-saving ones) are 
generic copies of drugs that have 
already lost their patents. And the 
local industry is fragmented enough 
to ensure that price competition 
remains high. That apart, there's 
the Drug Price Control Order 
(which regulates prices of monopoly 
drugs) and the government's right 
to "acquire" a patent, should a 
national emergency so require. 
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Now For Some Real 


MTV beefs up its music portfolio in India with VH1. 


E A WAY, MTV IS COMING FULI 
circle. When it first landed on 
Indian shores way back in 1991, it 
was an international music channel. 
Somewhere down the line it gave in 
to the pressure to go Bollywood 
and became a channel of Indian 
remixes. As we'd like to believe, 
it's making up to its forgotten audi- 
ences by launching УНІ, a round- 
the-clock channel for international 
music, with everything from the 
70s rock to modern-day rap. 
Besides, it will air Hollywood celeb- 
rity shows such as All Access and 
Behind The Music. 

VH1, launched in partnership 
with Zee, will also help MTV widen 
its viewer base. Hitherto, MTV’s tar- 
get viewer has been the younger 
crowd—up to the age of 34. vH1 


targets appointment viewing (that is, people tuning in 
every day for a favourite show) with a more serious, 





MTV boss Alex Kuruvilla: Let's play 


upmarket viewer between 16 and 44. Put differently, 


STATISTICS» 


Music 


VH1 seems to be banking « 
tegy of inclusion by exclus 
a strict no-no to any Bc 
fare on the channel. Th 
focussing itself on high 
viewer weaned solely on 
tional music, though there 
some India-specific custo} 
The 10-year-old chan 
Viacom, which also own 
beamed to as many as 11 
households in 130 cı 
around the world. vH1 
niche digital channels fo 
sing specific music genre 
Country, Soul, Rock a 
Hits in the European 
There's even a youth-oriet 
n-guitar channel, vH2 
British market. But dor 
such segmentation to h 


India. After all, it's bbangra and Hindi rer 
bring home the bacon for music channels. 


SHAILESH 


Tsunami And Stock Mark 


1,60,000 dead and Asian stock markets don't turn a hair. Is it apathy? More likeh 
reflection of these countries' economic fundamentals, which the tsunami couldn" 


SHOCK-PROOF? 


















Index Gair/Loss Gaii 
(оп Dec. 27) (опр 

Shanghai Composite -0.37 - 

Hang Seng М 

Ѕепѕех 0.23 

Jakarta Composite 1.12: 

Nikkei -0.03 

Kuala Lumpur -0.03 _ : 

Singapore Straits Times -0.22 

KOSPI -0.33 

Colombo All Share n - 

Taiwan Weighted -0.56 

NT: No trading Compiled by NARENDRA № 





There are still some modes of 


communication 


we don’t understand. 





ess Ui TIT: pe, al аце, MET 
communications. For example, as VSNL, not only did we pioneer 
siness communication but we also brought the Internet to India. 


we at the Tata Group have brought you all the latest advances in 
they have happened. From Frame Relay, ATM networks, CDMA, 
d IP-VPNs to the latest MPLS based solutions, we have them all. 


ive you unlimited options. You could use our managed networks, 
m your data via satellites or commission an International Private 
e undersea cables that connect India with the rest of the world. 


пе sea, if the next communication breakthrough originates there, 
you can be sure we'll be the first to bring it to you. 


ost of the top corporates and Fortune™ 500 companies in India, 
Indicom Enterprise Business Unit today at +91 22 56644000 


or log on to our website at www.tataindicomebu.com 





TATA 


business without limits 18 а СОГ 











At Tata 


w 
and huge strengths i 
м... 
- 


telecommunica 


TV Uplinking techno : gies, \ 


Our gamut of voice and data products 
ride our robust domestic network, b 
Leased Circuit (IPLC) on any of 


As for the mysteries o 


To find out why we are trusted b 
call our business representatives at Ta 


A 
Satellite Services 


International 
Connectivity p 
t 
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Hosting and ^ v», Value Added 
Managed Sevices ` Services 
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THE STAGE IS SET. 


THE SPOTLIGHT IS ON. 
ARE YOU READY 
FOR THE ACCOLADES 


AND FAME? 







India’s premier recognition for HR excellence and innovation at 
both the individual and organization level, The DH Avenues 


HR Excellence Awards is acknowledgement and appreciation by 


2"DH Avenues your peers and the corporate world. Evaluated by an 
H R EXC ELLENCE AWARDS international jury of HR practitioners and corporate leaders, 


CALL FOR NOMINATIONS The DH Avenues HR Excellence Awards are presented for the 


IK EXCELLENC 


following: 


+ HR Professional of the Year 


CEO with HR Orientation 


. Organization which creates Fun and Joy at Work 


Young HR Professional of the Year 


Principal sponsor 


* Organization with Innovative HR Practices 


Best Teacher in OB and HR 


* Best HR Practice for Employee Motivation 


* Lifetime Achievement 





Institute for Technology and Management If vou believe that you or your organization have what it takes to 
Bangalore - Chennai - Hyderabad - Mumbai - Warangal win, log on to www.dhavenueshrawards.com for more 


А information оп the nomination and application procedure. 
Associate sponsor 


Last date for nominations is February 5th, 2005. 


The awards will be presented at a glittering ceremony in 
A Л. FORBES GROUP VENTURE Bangalore on February 19th, 2005 following the 


2nd DH Avenues HR Seminar. 
Partnered by 


Ме. DH Avenues 


AT WORK &9*958999999299949999499492990999899909922*9229 


FUN & JOY AT WORK YOUR INVALUABLE CAREER COMPANION 


Beach Croft, Juhu Tara Road, Santacruz (W), Mumbai - 49 : 2 
Tel: 022 26607383/26600146, Mobile: 98210 27843 For enquiries contact 080 25880151/98450 45008 


70HAÀ 1Y 
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e-mail: rlbhatia&bom7.vsnl.net.in / changerb@vsnl.net e-mail: ngbadri@deccanherald.co.in / cfmm@ vsnl.com 





Q&AP 


“We Want Private Participation” 


E POLITICAL CIRCLES, NARAYAN 
Singh Dharam Singh is known 
as the Ajatashatru of Karnataka 
politics. For good reason. Easy- 
going and non-controversial, he’s 
an eight-time legislator from the 
backward Jewargi assembly cons- 
tituency and in May last year, 
managed to emerge as the leader 
of the Congress-Janata Dal 
(Secular) government in the state. 
But in trying to please his coali- 
tion partners, Dharam Singh has 
been accused of neglecting Banga- 
lore’s development. In an exclu- 
sive interview to BT's Venkatesha 
Babu, he explains why that’s far 
from the case. Excerpts: 


Everybody here is complaining about 
Bangalore's infrastructure... 
I cannot understand this. All infra- 
structure projects by their very 
nature are long gestation. Suddenly, 
some people seem to have disco- 
vered that there is traffic congestion 
in Bangalore. Weren’t there traffic 
snarls earlier also? Yes, Bangalore 
has grown and so have its infra- 
structure needs. | am aware of the 
situation and have held consulta- 
tions with all rr industry captains 
and trade bodies. 

After my government took over, 
134 new IT companies, including 
65 that have foreign equity, have 





come up. Thirty thousand new 
jobs have been created in rr and 
ITES. We have announced the set- 
ting up of a Rs 390-crore High 
Tech city project for rr companies. 
Bangalore City Corporation is 
upgrading 230 km of roads in the 
city. All pending works including 
flyovers, overhead bridges and 
other works are being completed 
on a war footing, and I am per- 
sonally supervising their progress. 


Does being a coalition government 
slow you down? 

My government is functioning 
without any hitch. Both of us are 


working together to ensure 
smooth running of the govern- 
ment. My predecessor had done 
some good work, but rightly or 
wrongly was seen as urban-cen- 
tric. We will not make the same 
mistake. We are firmly commit- 
ted to developing both urban 
and rural areas of the state. 


Why did you disband BATF? 
Not true. BATF exists. My 


= government has invited BATF 
= (Editor's note: it is a private- 


: public partnership for Ban- 


* galore's development) to come 
2 forward and tell us what they 
* plan to do, and what help they 


want from us. The state 
government wants to involve the 
private sector in developing 
the state. 


Apart from IT, what is your govemment 
focussing on? 

There are plenty of ssis like hand- 
loom and handicrafts, leather-based 
industries, khadi, coir and machine 
tools, textile, and manufacturing. 
Our aim is to rejuvenate the ssi sec- 
tor as they provide employment to 
lakhs of people, particularly in small 
towns and rural areas. Media, unfo- 
rtunately, does not notice all this, 
They are obsessed by information 
technology and biotechnology. 
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economy and industry. 
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Low-cost Computing: Take Two . 


A clutch of new products is readying for launch. But they may still not click. 


f bs LOW-COST COMPUTING STORY IN INDIA SO FAR: WHEN FIRST 
conceived in 2000, low-cost computing devices such as Simputer are seen as 
a masterstroke: get all the functionality of a PC, but at a fraction of its 
cost. But as taxes fall and PCs get commoditised, there’s a bloodbath in low- 
cost computer land. Encore Software, which makes one version of Simputer, 
is way short of its sales target. iStation, brainchild of Exodus and Netscaler 
co-founder B.V. Jagadeesh, has collapsed, and another attempt, the Kaii, by 
Bangalore-based Infomart is knotted up in litigation. Encore low-cost com- 
puting, it seems, has been given up for dead. 

Scene in take two: The very same players are trying to reboot. Encore has 
drawn up plans to sell 25,000 Simputers, compared to the 2,000-odd it sold past 
three years. Swami Manohar, CEO of Pico Peta, developer of Amida (another 
Simputer), sees a big potential market; Infomart’s Chief Executive, Devesh 
Agarwal, remains optimistic despite his legal battles, and Jagadeesh insists that there 
is a market for a computing device that’s half the price of a pc. But in a parallel 
story being scripted by handset manufacturers, the computer has already landed 
on the mobile. Take a look at Sony Ericsson's top-end P910: It comes packed with 
a QWERTY keyboard, e-mail, web browsing, video conferencing, touch screen, smart 
handwriting recognition, bluetooth and infra-red connectivity, and Symbian ope- 
rating system on which you can make documents and presentations. Low-cost 
computing is already here, but in a different shape than earlier thought. 

RAHUL SACHITANAND 


AFP 





Simputer: Takeoff trouble 


The Charge Of A Little Bull 


Indiabulls thinks it can replace the neighbourhood moneylender. A VC wagers big on that. 


The bet now is that Indiabulls 
can do that, and possibly better in 


T MAY NOT BE INDIA'S CHARLES 
Schwab, but some of its investors 


do seem to think that it's headed 
that way. Almost a year after San 
Francisco-based Farallon Capital 
picked up 2.75 per cent stake in 
Indiabulls Financial Services, it's 
done an encore by forking out 
Rs 86.50 crore for a third of its 
retail credit subsidiary, Indiabulls 
Credit Services. What gives? 
Blame it on Indiabulls’ stunning 
growth and profits. Last year, the 
parent company, set up in 2000 
by three irr graduates, had revenues 
of about Rs 70 crore and net pro- 


fits of Rs 19 crore. In just the first nine months of this 
fiscal, revenues have touched Rs 78 crore and the bot- 


tom line, Rs 23 crore. 


22 BUSINESS TODAY JANUARY 30 2005 








Sameer Gehlaut, Chairman & CEO, 
Indiabulls: No dearth of believers 





retail credit. Set up barely three 
months ago, the credit subsidiary is 
gearing up for a big foray into the 
booming consumer finance mar- 
ket. It plans to offer personal loans 
under its Easy Money brand of ser- 
vices. The idea is not to compete 
with banks, but replace the local 
moneylender. “Our processes are 
completely domestic and developed 
on the ground," says Gagan Banga, 
Director, Indiabulls, explaining why 
he thinks his company will succeed 
in this space. With an estimated 


moneylending market of Rs 20,000 crore, demand 
> . . 
won't be a problem. Keeping defaults low, will be. 


SUPRIYA SHRINATE 







The point is, you can't take life-changing decisions on a whim. 
Like deciding on a Veneta Cucine, for instance. 


Our professional designers and boutique-staff begin by getting 
to know you, understanding your needs (reason we insist on an 
appointment with you). 


And then, only then, is there talk of commitment. 


A total commitment, no less. 


A Veneta Cucine is a total kitchen solution, designed around you 
and put together over a couple of sessions. (This is why, the best 
time to plan your kitchen is when you plan your home or at least 4 
months before the housewarming.) 


We may, for instance, advice fewer storage cabinets than you 
planned (merely because you have wall space.) Money that may be 
better spent on a dishwasher or garbage crusher, as health & 
comfort are the heart of total kitchen solution. 


This interactive process involves you, us & your architect/ 


C. C. IMPEX PVT. LTD. 
www.ccimpex.com 


BANGALORE Indiranagar: 25262490, 25296229 Jayanagar: 
23343106/08.CHENNAI Alwarpet: 5203031 1/12. Nung 


5066/85/86. HYDERABAD Banjara Hills 
MUMBAI Bandra: 26008526/27. 


ould you say ‘I do’ 
at first sight? 


26569298, 26566845. Sankey Road: 
: 52139171/72. COIMBATORE ATT 
Colony: 2211908. DELHI East of Kailash: 26465714, 26214917. GURGAON Mehrauli-Gurgaon Road 
55785608/10.KOLKATA Camac Street; 22833184/85 
All boutiques open on Sundays upto 4.00pm 





interior designer to create an aesthetic, functional design. Post- 
design, we'll present a realistic 3D projection of your 
kitchen. 


Life-time guarantee. 


This is made possible as our kitchens are shipped as kitchens 
(not flat-packed like others) which is vital to the life of the 
kitchen. As is perfect installation, ensured by a trained in-house 
team with one-man accountability. 


In fact, so sure are we of product quality, we offer a life-time 
q 
uarantee оп our cabinets and a lifetime service warranty on 
8 
electro-domestics, 


Togetherness. 


A Veneta Cucine is a rational, informed choice, and vet, it’s as 
much about emotions that bring your family together. For a closer 
experience, drop by at a Veneta Cucine boutique 





Veneta Cucine 
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Change Of DNA 


Hyderabad plans to hardsell itself at the Bio Asia meet. 





Charminar's biotech challenge: Hyderabad is hot on Bangalore's heels 


HE TITLE OF BIOTECH CITY SO FAR BELONGS TO BANGALORE, SIMPLY 

because two of the best-known Indian companies in the sector, 
Biocon and Avestha Gengraine, are to be found here. That irks 
Bangalore's traditional rival Hyderabad—for good reason. Did you 
know, for example, that Hyderabad has about 16 companies in the 
bio-pharma space alone and close to half-a-dozen each in bio-agri and 
bio-informatics? Or that it boasts of not one, but three biotech 
parks (Shapoorji Pallonji's, an ICICI Knowledge Park and an Agri- 
Sciences’), while Bangalore has none? 

Such little-known strengths of the city will be hard-sold at the Bio 
Asia meet, slated to be held between February 10 and 12. Already, 
two US biotech companies are close to setting up shop in the city of 
the Charminar. They are BioGenex, said to be a technology leader 
in molecular pathology, and Nasdaq-listed Albany Molecular 
Research Inc., a chemistry-based drug discovery and development 
company. Both will have facilities at the ICICI Knowledge Park. 

Despite such credentials, Hyderabad may have a lot to learn 
from Bangalore. The most important is how to create a biotech 
ecosystem that's not limited to research companies, but includes 
suppliers and customers. Biotech needs diagnostics, bioinstru- 
mentation, agri-biotics and equipment manufacturing. That's 
the reason why companies like Biocon prefer Bangalore over 
Hyderabad. The former, for instance, has at least 10 companies 
that can feed into biotech researchers. Biocon itself has at least half- 
a-dozen local *suppliers" and an equal number of big customers. 
But if Hyderabad's enthusiasm for Bio Asia is any indication, 
Bangalore had better hold tight its biotech crown. 

E. KUMAR SHARMA 
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Kids & TV: Go, Godzilla, go 


HEN WALT DISNEY INTERNA- 
tional launched two new 
channels in India simultaneously 
last month, it was a first for the 
company. Why a dual launch? 
There are 315 million kids in the 
country, and only five channels 
(not counting Disney's) catering 
solely to them. Moreover, kids' 
channels are still in the process 
of finding a footing in the country. 
Less than 10 per cent of children in 
cable & satellite homes watch the 
so-called kids' channels. In the 
case of market leader Cartoon 
Network, a whopping 45 per cent 
of the viewers are adults. Rather 
than convert the existing viewers 
though, it is the remaining 90 per 
cent of the viewers that Rajat Jain, 
Managing Director, Walt Disney 
Television International (India), is 
hoping to capture. "We want to 
expand the market and make sure 
we reach out to the kids who aren't 
tuning in to the kids' channels 
already," he says. A core part of 
that strategy: special feeds in 
vernacular. Disney has feeds in 
Telugu and Tamil, apart from Hindi. 
Says Purnendu Bose, coo, 
Hungama Tv: "There's going to be 
phenomenal growth in this seg- 

ment." A niche grows up. 
PRIYANKA SANGANI 
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SAMSONITE LAPTOP BAGS. 
VERY, VERY WRONGLY NAMED. 


TBWA INDIANSAMMS2 1204 


Presenting a range of over 25 exquisite laptop bags to carry your world along. © Sa f T ISO n | ге 
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E THEORY, IT’S A CONCEPT 
whose time has come. Asian 
countries—both producers and 
consumers—coming together to 
form a regional oil bloc that 
would work towards stability, 
security and sustainability of the 
oil market in the region, after 
playing second fiddle to the 
Western world for decades. As 
Petroleum and Natural Gas 
Minister, Mani Shankar Aiyar, 
architect of the idea, categorically 
stated at the recent 10-nation 
buyer-seller meet: “We are not 
looking for an OPIC (organisation 
of petroleum importing countries). We need to take on 
board producer and consumer countries of Asia as we 
charter forward the energy roadmap for the 21st century.” 

The argument for Asian interdependence is simple, 
The region has some of the fastest-growing economies 
like India, China and Japan, which will likely be the 
biggest consumers of oil in the future. That demands 
long-term energy supply security. Besides, crude pro- 
ducers in Asia are concerned about demand security 
(read: prices) for further investments. A structured 
dialogue across the table will serve the interests of both 
in terms of long-term pricing. 

The creation of an Asian market, according to 
M.S. Ramachandran, Chairman, IOC, is a welcome step 
because it has the potential to absorb $1,500 billion 
(Rs 66,00,000 crore) of investments in the next 25 


DROOL > 





Petroleum minister Aiyar: Concept creator 


That may well be the petroleum minister's objective. But will it work? 


years both in the upstream 
upstream and in the downstream 
sector. “It will bring in much 
greater interdependence among 
the various countries,” contends 
Ramachandran. 

An Asian market will also 
remedy the current imbalance in 
the local oil economy, where pro- 
ducers have combined to control 
production and therefore prices, 
while consumers pay the price 
for lack of coordination in the 
form of a huge Asian premium 
(nearly $13 or Rs 572 a barrel in 
2004) on the crude they buy. 

But questions abound. Will such a regional bloc 
work, given the fact that the crude market is no longer 
a buyer’s market and the focus has decidedly shifted in 
favour of the sellers? So, buyers are likely to have little 
bargaining power, more so in the coming years when 
their dependence on the sellers will only increase. 
And if energy analysts are to be believed, nearly 50 per 
cent of all incremental demand for crude in the coming 
years will come from the Asian countries, Also, Asian 
economies have a poor track record of cooperation. But 
more importantly, no oil producer—not even in Asia— 
will want to upset western countries, especially the 
us. Like the Saudi representative said at the meet: 
“We are not building an East-West divide.” In an era of 
globalisation, that would be suicidal, not just stupid. 
ASHISH GUPTA 


Car Parade Of 2005 


Some hot new wheels coming your way this year. 





SKODA FABIA TOYOTA INNOVA SUZUKI SWIFT HONDA CIVIC CHEVY SPARK 
Skoda's venture into the Futuristic new MUV from A grown-up Global best-seller comes The Phoenix-like rebirth of 
C-segment Toyota to replace Qualis small car to India Daewoo Matiz 


Target segment: Chevrolet 
Tavera, Tata Sumo 


Expected launch: Early 2005 
Expected price: Rs 7-9 lakh 


Target segment: Honda City, 
Ford Fusion, Hyundai Accent 


Expected launch: Mid-2005 
Expected price: Rs 7-9 lakh 


Fiat Palio GTX 





Target segment: Hyundai Getz, 


Expected launch: 
Mid-to-late 2005 


Expected price: Rs 4.5-6 lakh] Expected price: Rs 9-11 lakh 











Target segment: Chevy Optra, 
Hyundai Elantra, Toyota Corolla 


Expected launch: 
Mid-to-late 2005 


Target segment: Hyundai Santro 
Xing, Maruti WagonR/Zen/Alto 


Expected launch: Late 2005 
Expected price: Rs 3.5-4.5 lakh 


COMPILED BY KUSHAN MITRA 
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Look for the Certificate of 
Authenticity attached 


Look for the hologram 





Log on to microsoft.com/genuine 


ir 


you Nave t 
hurdles between y " 
and what you set genuine 


achieve 


СИЕ | 
WE WILL HAVE GENUINE o 
3! 1600-1111-00 (TOLL FREE“ 


MICROSOFT WINDOWS XP 
IN OUR COMPUTER... ы 


eam mone about genu» 


WON'T WE, PAPA?” 


Follow 3 simple steps to make sure your Microsoft’ Windows’ XP is genuine. indows 


Microsoft’ 
Leave no room for doubt. 
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EARTHQUAKES: India is in one of the 
most active seismic zones, as the Indian 
plate pushes into the Eurasian plate and 
creates the Himalayas. The most 
earthquake-prone metros are Delhi and 
Kolkata. The former sits on Zone 4 (prone 
to major quakes) and the latter between 
zones 3 and 4. The three southern metros 
are relatively safe, but Chennai—as 
recently witnessed—is vulnerable to the 
effects of quakes from across the seas. 


J 2003, JULY: 46 dead in twin bomb 
blasts in the heart of Mumbai 


ї@ 2003; MARCH Blasts on train kill seven 


$® 2002, DECEMBER: Bomb blasts on bus 
leave sêveral dead 


226 2001, JANUARY: Bhuj earthqilake leaves 
some buildings damaged in Mumbai 


J 1993, MARCH: Serial bomb blasts 
planned by Mumbai underworld kill 260 
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TERRORISM: A sporadic, but persistent, 
problem across the big metros, it has rocked 
Delhi and Mumbai in the recent past. In 
March of 1993, a series of bomb blasts 
brought Mumbai to a standstill, and Delhi— 
because of its proximity to Pakistan and 
capital status—is a popular target of 


terrorists. Hyderabad has Andhra's Naxals i$ Low 


to keep in mind, and Kolkata last year 
witnessed an attack on the US consulate. 
Bangalore is by far the safest of them. 


Every CEO's Disaster Guide 


Disasters, natural and man-made, can wreak havoc on nw best-laid 
plans. So, how safe are our metros? Here's a snapshot o their relative 
vulnerability, plus a quick reminder of some recent incidents. 


i 2002, NOVEMBER: shootout in Sout 


fa 1991, OCTOBER: Delhi shaken by major 


%@=—= Mumbai 


3 1984, AUGUST: A powerful blast rocks 
\ Meenambakkam Airport, killing 29 
\ Chennai 
Bangalore ©. 
The safest city of the lot 








EPIDEMICS: Possibly the single-biggest 
risk to Indian metros. People pour into 


(= these cities from villages every day, but 
High healthcare infrastructure doesn't grow at 
S Gu the same pace. Delhi, for example, has 

: igh 33,000 beds for a population of 15 million. 
Delhi And because of their population densities, 


metros can be quickly crippled by a SARS- 
like outbreak. Since epidemics can 
happen anywhere anytime, a city's best: 
Delhi's Ansal Plaza mall defence is preparedness; 

2001, DECEMBER: Terrorist attack on e^ БЕГ 
Parliament House kills 12 y^ ete s 


- earthquake in the Uttarkashi region 





^ 


2002, JANUARY... ~ 
Attack on US Consulate kills four 


Hyderabad 


8 2000, SEPTEMBER: 200 killed in 
- flash floods that ravages Hyderabad 


® 


| 2004, DECEMBER: Powerful tsunami crashes 
“onto Chennai's Marina Beach, killing over 300 
people. Significant damage to the Chennai port 





NUCLEAR ATTACKS: Defence experts 
believe that fears of a nuclear war 
(between India and Pakistan) are 
exaggerated. But should an attack happen, + 
Mumbai and Delhi will be the first targets. 
Among the other metros, radiation will 
prove to be the major killer. However, 
people in Bangalore and Chennai will 
have relatively high chances of survival 
because of their sheer distance from 
prime targets. 


iit 
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Technology that’s 
reliable, for me that's 
Amkette 


Today everyone's using Amkette. Reason is, our customer- 
focussed storage products. After all, this is what won us the 
coveted position of India's No.1 media company. At 
Amkette we work very hard to bring you the most 
technologically advanced products, tested under very 
tough international quality standards. No wonder we are 
tried, tested and trusted by millions everyday. Go ahead, 
ask for any Amkette storage media. And give your 


computer the quality it deserves. 


If you use DVD-Rs ond CDRs/ RW's for critical applications such as data backup, data archival or imaging, its time you 
y pi [ ging 


not only gives you over 100 years of shelf life but also protec 


DVD-RWs DVD-Rs CD-RWs 


CD-Rs 


When Reliability Matters 


Amkette House, C-64 / 4, Okhla Phase Il, New Delhi - 110 020, Tel.: 011- 
26384193, 26389876/7 Ahmedabad: Tel.: 079-6854188 Bangalore: 
Tel.: 080-5591315, 5598533 Chennai: Tel.: 044-28 19, 2 46 
Cochin Ph: 09847276947 Hyderabad: Tel.: 040- 

Kolkata: Tel.: 033-22293766, 22294615 Lucknow: Tel.: 0522- 5, 
2273481 Mumbai: 022-26871489,26873370 Pune Tel.: 09822954568 
Udaipur: Tel.: 0294-2440586, 2440150, 2440156 


witched to 


; your precious data from heat, humidity or sunlight. For more 


Mini CD-Rs Diskettes 








` The new Camr y 
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Feel the effortless surge of power with the seamless shifts of the advanced automatic transmission. Sink into the luxurious interie 


system. See the world sit up and take notice of its imposing presence, embellished with а new grille, headlight and taillight duster: TH 


Power lumbar support 


| 
Automatic transmission Fog lamps 
New grille 
New headlight cluster Foot parking brake 
New taillight cluster Rear AC duct 
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“India Is A Great 
Opportunity” 


p RUSSO IS CHAIRMAN AND CHIEF EXECUTIVE 
Officer of the $9-billion (Rs 39,600-crore), New 
Jersey-based Lucent Technologies—one of the largest 
suppliers of communications hardware, software and 
services to telcos, In India to take stock of one of the 
world’s most promising markets for Lucent, Russo 
shared her views on the market in this interview with 
BT's Priya Srinivasan. Excerpts: 


How strategic a market is India for Lucent? 

This market represents a good match of demand and 
our capabilities; the population and teledensity reflect 
a huge potential for growth. Also it’s a very tech- 
driven country and a highly competitive market, so it’s 
a great opportunity for us to learn how to compete in 
markets the world over. 


You recently inaugurated a Bell Labs research centre in India. 
Do you see a synergy between R&D and the marketplace? 
Yes, one of the key reasons to locate development and 
research in key markets is to be in touch with the mar- 
ket. The voice of the market is louder when it comes 
from the development people. There is a synergy. The 
research centre in India will start with 15 people 
and has really been started with an intention to carry 
out breakthrough research in network management. 


How big is the opportunity for Lucent in India? 

We typically go by the increase in capex spending of 
the service providers, and in India we expect to con- 
tinue to see huge increases (45 per cent Y-O-Y). 


Lucent hasn't done as well as some of its rivals... 

I agree, but we are putting the pieces together to set us 
on a high growth trajectory. We have a new leader in 
India (C.S. Rao, who took over a few months ago) 
and are looking to him to drive that focus. 
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Rum Deal? 


Is Shaw Wallace Distilleries on sale at all? 


Г A COMPANY APPOINTS А 
consultant to find buyers 
for its business, and if bids 
do come in, what should 
you conclude: That the com- 
pany is up for sale, right? 
Hmm... not necessarily, not 
quite in the rather peculiar 
case of Shaw Wallace 
Distilleries, the country’s 
second-largest liquor maker. 
By the time you read this, 
the bidding process would 
have concluded, and as per 
reports, there are at least 
two bidders in the fray: 
Vijay Mallya’s us Group and 
former Seagram’s head hon- 
cho Ramesh Vangal, who 
has thrown his hat into the 
ring backed by a private 
equity firm. Industry sources, 
however, reveal that Komal Chhabria Wazir, 
Executive Director, Shaw Wallace, the second of 
three daughters of Chairperson Vidya Chhabria has 
also bid, backed by either a multinational liquor 
major or with private equity. 

Chhabria Wazir refused to comment to BT. A 
Shaw Wallace spokesperson, however, points out 
that the entire process to call in bids may or may 
not translate into a sale of the distilling business. 
Rather, it could be an exercise to discover the 
perceived value of the company, which could then 
come into play when dividing the business amongst 
the three daughters. A sale, though, say analysts, 
appears likely, considering that the Chhabrias had 
earlier offloaded a 50 per cent stake in the beer 
business to South African Breweries. 

The UB camp, for its part, would like to believe 
that the sale is for real. After all, the acquisition of 
Shaw Wallace’s capacity of roughly 14 million cases 
would not just strengthen Mallya’s status as the 
undisputed mumero uno in the Indian liquor market, 
a total capacity of 52 million cases could help him 
squeeze into the top three in sales in the global 
league, ahead of Allied Domecq. Industry sources 
reveal that the value of Shaw Wallace Distilleries 
would be in the Rs 800-crore region. Will that be 
good enough for the Chhabrias? 

BRIAN CARVALHO 





Shaw Wallace’s 
Vidya Chhabria: 
Discovering value 
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business needs. Ricoh today is the largest supplier in USA, 
Europe and Japan. To top it all, Ricoh has a much acclaimed 
customer care service considered an industry benchmark. Not 
surprisingly, for thousands of corporates and entrepreneurs 
across India, Ricoh is the preferred choice. 


How well do you share? 


"LANCIO EI 





Image Communication 





= A wide range of advanced Multi-Function Printers RICOH INDIA LIMITED 
= Digital Copiers = Colour Laser Printers а Laser Fax Machines www.ricohindia.com 





Ahmedabad: Tel: 26575661/63/64, 26577763; Bangalore: Tel: 22256181, 22254386, 22252587/89; Chandigarh: Tel: 2741462, 2742723, 2743054, 2743759; Chennai 
Tel: 28232457-58, 28271421, 28211119-20; Delhi: Tel: 51731860 — 65; Hyderabad: Tel: 23305968/70/84, 23324695-96; Jaipur: Tel: 2709756, 2707028, 2707744; Kolkata: 
Tel: 24743814, 24852056/ 57; Lucknow: Tel: 22391 76/89, 2237381/82; Mumbai: Tel: 26465570-74, 22881 953-55; Pune: Tel: 26133740, 26136492, 26111947 





с бый 


А. 


жутты 


bt trends 


The Impasse At Maker IV 


Mukesh Ambani has RIL board's backing, but does Anil still have a few aces up his sleeve? 


N THE EVENING OF 

January 6, when news 
that the warring Ambani 
brothers had agreed to a 
settlement on December 
28 (the birth anniver- 
sary of their father, 
Dhirubhai) hogged the 
screens of idiot boxes 
across the country, it 
caught many viewers 
by surprise. Also a bit 
flabbergasted by the 
report—which talked 
about, amongst other 
things, Reliance being 
recast—was one viewer 


BHASKAR PAUL 


who, one assumes,  Reliance's Mukesh (L) and Anil Ambani: Simply stuck 


would be a significant 

party to the apparent settlement: Mukesh Ambani. The 
Chairman of Reliance Industries (RIL), along with a few 
of his close aides and head honchos, watched the 
news of a settlement between him and brother Anil on 
the television set in the fourth-floor boardroom of RiL’s 
Maker IV headquarters in Mumbai’s financial dis- 
trict. According to insiders, there wasn't much of a 
reaction, except for a few smiles exchanged. Only a few 
minutes before the news report was beamed, an RII 
spokesperson had told вт: “An immediate settlement 
appears unlikely; it could take a couple of months.” 
When contacted after the news report was aired, the 
spokesperson added that RIL was unaware of any such 
settlement taking place. 

Is the RIL spokesperson right, and can Mukesh 
Ambani's astonished reaction at the news of a settle- 
ment be taken as an accurate indicator that no such 
negotiations are underway in the battle for the assets 
of the Rs 99,000-crore Reliance Group? After all, as 
subsequent related reports indicated, one of the terms 
of the alleged settlement was that the crucial 34.04 per 
cent of the promoters' stake, constituting the per- 
sons acting in concert, was to be equally split between 
Mukesh, Anil and mother Kokilaben. (Other reports 
also talked about the two sisters getting 5 per cent each 
of the family pie). Now, if these reports are to be 
believed, this would mean that Mukesh wouldn't be the 
“final authority on all matters concerning Reliance”, as 
he has stressed, and that Anil, in fact, could emerge 
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the co-owner of the 
Rs 75,556-crore RIL. And 
if such a settlement has 
the blessings of the 
mother—to whom both 
have reportedly awarded 
the final say—Mukesh's 
apparent plan of keeping 
the cash cow RIL to him- 
self would appear a pipe- 
dream. The reported set- 
tlement, if final, would 
clearly prove a setback 
to the Chairman. 

Of course, it can only 
be final if both brothers 
agree to it. And if 
Mukesh doesn't agree to 
such a carve-up, he's got 
one very good reason not to: A couple of the board's 
resolutions made at the December 27 board meeting 
make all the brouhaha surrounding the various con- 
tours of a settlement being bandied about pretty 
redundant. One, the directors expressed their confi- 
dence in the Chairman and Managing Director as 
the leader of RIL. Two, any possibility of a change in the 
form and structure of RIL was quickly killed when 
the board supported the integrated operations of the 
company, which it noted was a "sustainable basis for 
accelerated growth, significant resource generation, sta- 
bility and creation of shareholder value. The larger 
interests of shareholders, employees and other stake- 
holders will be better subserved (sic) only by the com- 
pany maintaining its present form and structure with- 
out dismemberment”. The board also resolved that the 
organically-integrated structure of the company 
envisioned and created by the founder Chairman 
should not be altered in any manner. *The company has 
grown into an organic entity having intrinsic synergy." 

Such resolutions only reinforce the theory that 
Anil has been put out to pasture. The Vice Chairman 
& MD, for his part, would be justified in feeling 
cheated as he would feel he's shared equal power 
with Mukesh for so many years now at RIL. An equal 
division of assets, though, appears difficult (even a 
30:30:30 or 33:33:33 scenario points towards an 
equal split as the mother's shares will ultimately pass 
on to the brothers) because it would entail splitting RIL, 
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something the board has decided 
against. Anil has rejected offers of a 
cash settlement, as he has his eyes 
set on RIL (all other group compa- 
nies are secondary). A solution 
could be in sight if Mukesh backs 
down from his tough stance and 
agrees to part with the highly 
lucrative gas business (will he agree 
to, in the face of the relentless 
attacks on RIL in the media?). An RIL 
spokesperson, however, says the 
Chairman is not uncomfortable 
being in “defensive mode if the vc 
continues to be a source of embar- 
rassment”, and feels that the “reader 
fatigue factor will soon set in”. 
Another option for the Chairman is 
to go public with how exactly he 
has emerged the final authority at 
Reliance with the blessings of his 
father, but analysts point out that 
would be too complex a task, and 
also too dangerous. 

Will the vc be happy if the cash 
settlement is significantly upped? 
That’s another likely way to settle, 
with Mukesh keeping RIL for him- 
self. Or yet another option would 
be for the two to function as they 
do currently (as Chairman and vc), 
and divide the ownership between 
themselves, even as they carve out 
the management of RIL’s various 
businesses, with Mukesh as the final 
authority. But observers point out it 
might be too late for this: Will Anil 
be agreeable to reporting to 
Mukesh, and will Mukesh be ready 
to “forgive” Anil for his apparent 
transgressions, including getting 
into politics? 

Clearly, there’s no easy settle- 
ment in sight, and a solution isn’t 
likely before March. That may be 
because of the complexity of the 
matter at hand, but also because, 
according to unconfirmed buzz 
from inside RIL, an astrologer has 
told one brother that his “bad 
period” ends by then. Amen. 

BRIAN CARVALHO 
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T's NEWS THAT IS SURE TO PERK UP THE 
stock markets some more. Jet Airways, 
India's biggest private airline, is coming 
out with its initial public offering (IPO), 
making it the first airline in India to go 
public. Expected to debut in February, 
Jet’s Po will offer 20 per cent of its equity 
through 17.3 million shares. When BT 
went to press, the Naresh Goyal-owned 
Jet was yet to make a formal announce- 
ment, but some merchant bankers pegged 
the issue size at Rs 1,500 crore. The 
timing of the IPO is not incidental. With 
the government allowing private carriers 
to fly short-haul international routes, Jet 
will need a neat pile to continue flying 
high. The РО is being looked forward to 
for another reason. Stringent disclosures, 
it is hoped, will put to rest the contro- 

versy over ownership of Jet. 
ABIR PAL 





SANJAY PANDYA 


Jet's IPO is much awaited for more than one reason. 


Jet's Goyal: Opening Up 
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Grocery Shopping 


Two small grocery chains in south merge to surge. 








OU'VE PROBABLY HEARD OF 

Fabmall, the Bangalore-based 
online retailer that went offline. 
But Trinethra Super Retail? 
Probably not. Expect to hear 
more of it, though. Last month, 
the two merged to create a 
Rs 200-crore grocery chain, with 
plans of becoming a Rs 1,000- 
crore player by 2008. According 
| to Anjaneyulu Kakkera, 
Managing Director of the 
Hyderabad-based Trinethra, an 


18-year-old chain with 80 stores in Andhra and a turnover of Rs 150 
crore, the merger makes it the third-largest grocery chain after RPG's 
FoodWorld and Pantaloon's Big Bazaar. With funding from Gary 
Wendt's Gw Capital, which played matchmaker, the plan now is to 
cover two new states by March 2006, and experiment with various 
retail formats like hypermarkets. Consumer India, rejoice. 


E. KUMAR SHARMA 








Our produets and 
processes are all 

up to date. 

x But our handshakes 
eare e 98 years old. 








E SDD i 


у ҮТҮРЛҮҮ ТӨ "ү" -" Ете УГРИГЕ, vy ee ттт сүттү T Sm " 
`  bttrends ZU j | mm 


Tech's Serial Mentor  . 


Я 
k 


ЕТ 


rupe ү чут" 
MES p 


g 





N ONE CORNER OF GURURAJ 

Deshpande’s workstation at 
his office in Chelmsford, Massa- 
chusetts, there’s a framed cheque 
for a princely sum of $26.95. 
That’s the sum total of what he 
was left with after the then pro- 
fessor-turned-tech-entrepreneur’s 
first venture, Coral Networks (a 
hardware network firm), bombed. 
Now the multi-millionaire 
Chairman of Sycamore Networks, 
Deshpande still keeps the framed 
cheque to remind him every day 
what he’s in the game for: not 
money, but the thrill of bringing 
new ideas to fruition. 

Since 1998, by which time he 
had successfully built and sold ano- 
ther company (Cascade Communi- 
cations for $3.7 billion, Rs 16,280 
crore), Deshpande—co-brother of 
Infosys’ N.R. Narayana Murthy 
(their wives are sisters)—has started 
taking it a “bit easy" and begun 
mentoring. In 1999, he started 
Tejas Networks, an optical networ- 
king gear company based out of 
India. In 2000, it was Airvana, which 
is into 3G wireless equipment, and a 
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Sycamore's Deshpande: A helping hand 


year later it was A123—a portable 
power sources company. In 2002, 
he made an endowment of $20 
million (Rs 88 crore) to set up the 
Deshpande Centre for Technolo- 
gical Innovation at MIT (on whose 
board he sits). The following year, 
he invested in Webdialogs and last 
year he travelled the globe pro- 
moting TiE. *Eighteen-hour wor- 
kdays are for people 20 years 
younger to me. That's why I have 
started identifying right talent, 
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Why Gururaj Deshpande loves to help launch one startup each year. 


investing and mentoring instead 
of doing it all myself,” says the 
54-year-old, who still works 14 
hours a day. 

Like his co-brother, Deshpande 
is getting involved in governance 
issues back home. During a recent 
visit to his native Dharwad, where 
his parents still stay, he spent time 
examining the progress the local 
administration had made. Enthused 
by the fact that the district collector 
was gathering information on civic 
problems via the internet, 
Deshpande instituted a reward 
mechanism. “In a governmental 
setup, if there are constraints to 
rewarding good employees, others 
should step in and help,” he says. 

But don’t expect Deshpande 
to plunge into governance issues 
any deeper than that. His first love 
is still helping launch startups, and 
his self-set target is one every year. 
What will it be this year? “I don’t 
know yet,” says the man. But he 
does have some kind of a New 
Year resolution, and that is to 
improve his golf handicap. 

VENKATESHA BABU 





Caritor Who? 


N BANGALORE, WHERE IT COMPANIES ARE A DIME-A-DOZEN, IT TAKES SOME 
doing to stand out. Last fortnight, Caritor managed to do just that, when 

it sold a part of its equity to Citigroup's сус International for $55 million 
(Rs 242 crore). Now, who's Caritor? Until recently, it was a relatively un- 
known IT services firm set up by the former head of Wipro Systems, Mani 
Subramanian. But the fact remained that it was doing well. Says Dipak 
Rastogi, Citigroup's head of emerging markets (vc Investments): "In an 
increasingly competitive outsourcing market, Caritor has shown its abi- 
lity to acquire, keep and grow customer relationships." However, with 
Caritor playing in a market dominated by the multi-billion-dollar services 
gorillas, getting venture capitalists is perhaps easier than getting customers. 
RAHUL SACHITANAND 


Caritor: Big Plans 
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Biyani's | 
New Brands 


OR PANTALOON RETAIL'S KISHORE 

Biyani, the new year has started 
with a bang. Early January, he struck 
a deal with Indus League's Sriram 
Srinivasan to buy 68.29 per cent of 
the ailing company for a little over 
Rs 24 crore. "As a retailer, there 
were some gaps that this acquisi- 
tion will fill," Biyani, Pantaloon's Chief 
Knowledge Officer (read: cEo), told 
вт. What makes Indus League—pro- 
moted by eight apparel industry vete- „ 
rans including Srinivasan, former 
president of Madura Garments— 
attractive to Pantaloon is its two 
national brands: Indigo Nation and 
Scullers. Besides, it has a manufac- 
turing facility in Bangalore and out- 
sourcing arrangements across the 
country, meaning that there are 
synergies to be tapped in produc- 
tion, marketing, supply chain and 
fabric sourcing. Pantaloon, which 
has plans of more than doubling its 
retail space to 4 million sq. ft. over the 
next four years, already has a port- 
folio of 18 private labels such as 
Bare, John Miller and Pantaloon. 
Biyani expects the two new brands to 
help position Pantaloon Retail as a 
branded apparel player. Meanwhile, 
he's sold about 5 per cent in 
Pantaloon to Bennet, Coleman & 
Co. (of The Times of India fame) to 
raise Rs 70 crore for expansion. 
ABIR PAL 
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SCOUT ADAMS 


WALLY, IT’S TIME NONE OF MY 

FOR YOUR ANNUAL USUAL WORDS 

PERFORMANCE FIT YOUR 
SITUATION. 





SO I HAD TO HIT 
THE THESAURUS 
PRETTY HARD. 


YOUR OVERALL 
RATING IS 
“FERAL.” 





YOUR LEADER- AND YOUR TEAM- 
SHIP SKILLS WORK IS A SOLID 


ARE RATED "COOT." 
"SQUIRRELY . " 





YOUR LONG-TERM 

POTENTIAL IS TO 

DIE IN THE LAND- REALLY 
SCAPING AND LISTENING. 
BECOME COMPOST. 


Pantaloon's Biyani: 
The more the merrier 
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Our Capital Gains Investments returns 
get even sweeter. 


w.e.f. 6th December 2004. 





» No TDS on interest • NPAs - 0.0016% 


* Total owned funds - Rs 22,371 crores 





Interest rates on NABARD CGB Issue have been raised to 
5.4% for 5 years (with 3 years Put/ Call Option) and 
5.5% for 7 years (with 5 years Put/ Call Option) 


* Half yearly, yearly and cumulative * Capital Adequacy Ratio of 39.41% 
interest options available * Redemption without surrendering 

* Personalized customer service of bond certificate 

* Wide network and service centers * Electronic Clearing System facility available 
across the country * Easy issuance of bonds 

* Over 81,000 satisfied investors • Demat facility available on fresh application 





САРТАР апа Rural Development 





"SERVICE * 





Customer Care Cell - Mumboi: Tel.: 022-26539060, 022- 26539078, 022-26539072 Mobile: 98213 19660 








National Bank for Agriculture 


А GAINS NABARD is fully owned by Govt. of india and Reserve Bank of india 
wy Revitalising rural india through urban support 
Plot No C-24, G Block, Bandra-Kurla Complex, Bandra (E), Mumbai 400051. 


2233507 * Ranchi 2208647 * Shillong 2227463 (North) • Bhopal 22467957 * Chandigarh 2647549 * Dehradun 2748610 * Jaipur 22743575, 22743416 
* Jammu 2432524 * Lucknow 2223644, 9839075491 * New Delhi 51539356/57 • Raipur 2692455, 2528299 * Shimla 2221211, 2224373 (South) * Chennai 
26276427 * Bangalore 22225248 + Hyderabad 27607643 * Thiruvananthapuram 22325725. For details, visit NABARD's website st www.nabard.org 
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All Power To The Authority 


The Pension Fund ordinance leaves a host of questions unanswered. 


i TOOK A LONG WHILE COMING, AND WHEN IT FINALLY DID LATE LAST MONTH, THE 
ordinance for creating a Pension Fund Regulatory and Development Authority 
(PFRDA) spawned more questions than it answered. For example, while it did clarify on 
the structure of the regulator and its powers (there would be a Chairman and five mem- 
bers), it is silent on a host of other issues that have been nagging insurance companies 
for long. For example, it is not known whether there would be one central record-keep- 
ing agency (to keep details of pension holders) or more. Or how many fund managers 
would be allowed to do business (there's Rs 10,000 crore of pension corpus available 
starting 2004) and what fee they can charge, or whether life insurance companies would 
need to start a new business entity if they introduce new pension products for government 
officials. Also,what the required capital would be is not known. Says Deepak Satwalekar, 
MD and CEO of HDFC Standard Life Insurance: “It’s too premature to make any comments 
about the ordinance right now." Adds Kapil Mehta, Vice President, Max New York Life: 
“Its a step in the right direction, but questions still remain." Apart from the mechanics 
of the funds, there are larger issues the ordinance hasn't touched. Nobody knows if the 
new entity created for managing funds would be allowed foreign direct investment equi- 
valent to that of the insurance industry. Issues such as these should have been clarified 
FM P. Chidambaram: in the act. But they have been left to the pension regulator to determine and enact. 

Clarity please, Mr. Minister ASHISH GUPTA 
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ANGALORE SEEMS ТО BE SLOWLY TURNING INTO A HUB OF Turning Volatile 
alternative vehicle technology. After the Reva elec-  WBTTeh ВТ Pharma 
tric car comes the Cosmic electric scooter, devised by ®0 ШВІВА 
the city-based Eko-Cosmic. The battery-operated two- M nn 
p. wheeler, Eko claims, can run 50 kms on a single — 463.32 
charge, the cost of which is a mere Rs 3. Priced at 
А Rs 25,000, the scooterette runs on a gel battery that 
requires no maintenance (but needs replacement 
b, every four years), says Anil Ananthakrishnan (below), 348.53 | 
p ceo of Eko-Cosmic, which earlier launched the ill- 408.35 
fated Vidyut 150. The vehicle comes with a charger that 
plugs into domestic points and does the job in four 
hours. Armed with tax 
breaks from the local 
govemment, Eko plans 
to make Cosmic a pop- 
ular city vehicle. Also 


in the pipeline: a Maruti 156.68 
Omni-like electric car 148.8 
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for Rs 1.5 lakh andan r; трт 
electric three-wheeler. 2904 EX 


RAHUL SACHITANAND 
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в Rai University 


EVOLVING THINKIN с MINOS 


Minds are like parachutes 


they only. function 
when they are ODen. 


- Sir James Dewar 








Rai University promotes a culture of continuous learning 
students unlearn, learn and relearn. One of the many "tife skills” that we instil for life. 


Rai University offers *BTech: BioTech, E&C, Mech Engg., IT ‘BBA ‘BCA *BJMC «ВА: Hospitality Mgmt, Advt.&PR, Insurance & Risk Mgmt., Film & TV, Interior Design, Graphic Design, 
Photography, Fashion Design, Fine Arts *MTech: BioTech, E&C, Mech Engg., IT *MBA : Mktg, IT, Finance, HR, IB * MCA * MMC ‘MA: Hospitality Mgmt, Insurance & Risk Mgmt., Film & TV, 
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I THE CORE OF THI 
high-profile battle cur- 
rently raging between 
the two Ambani broth- 
ers is their difference 
over two issues: Owner- 
ship and management 
of the Reliance group. In turn, both these 
issues are centred on another: succession. 
Group founder Dhirubhai Ambani did not 
leave a written will bequeathing control 
of Reliance Industries, the mother ship of his 
Rs 99,000-crore business empire, to his 
heirs. To add to that is the complex manner 
in which the Ambani family owns the con- 
trolling interest in Reliance—through a web 
of more than 200 investment companies 
and not through direct family holdings. 
Ownership of this controlling interest is the 
bone of contention between the two warring 
scions and the reason why Reliance 
Industries’ Chairman and Managing Director 





Breaking with tradition, Apollo Tyres’ Chairman Onkar Singh Kanwar has positioned his 
younger son Neeraj as his heir apparent, while elder son Raaja runs the group's new ventures 
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SANJIV & RAJIV BAJA 


Bajaj Auto's Chairman Rahul Bajaj plans to address the issue of succession over the next five 
years. For now, elder son Rajiv will take over as MD this year, while Sanjiv heads finance 


Mukesh Ambani, and Vice-Chairman and Managing 
Director Anil Ambani have fallen out. 

The fight between the Ambani brothers draws 
attention to what the absence of proper succession 
planning can do to family businesses. It also raises 
questions about ownership of businesses and how 
they are managed. As family businesses get passed on 
from one generation to another, how can they avoid 
getting broken up, messily or otherwise? Can busi- 
ness families avoid their scions from falling out by 
planning for succession? 

Traditionally, in Indian family businesses, it is pri- 
mogeniture (a rule of inheritance by the first-born 
child) that prevents families from splitting up. If by rule 
the first-born inherits the business, then it pre-empts, or 
at least diminishes the chances of a feud between 
scions of a business family. But what happens if fami- 
lies use, as they often do in India, a complex web of 
investment companies (with no direct control in each 
of those) to control their empires? What if businesses 
are controlled by a maze of cross-holdings between 
different companies? Both are ways for families to 
minimise tax incidence and it may be argued that 
harsh wealth tax regimes—as was the case in India—are 
what make them do so, but the point is that the more 
complex the ownership structure the more difficult it 


is to plan inheritance or succession. 

India Inc. has seen several families split, many of 
them high-profile break-ups, some of them managed 
well, others not so well. The Modis took all of 13 years 
to formalise their split between five brothers and it was 
done far from smoothly; the Birlas, in contrast, divided 
their businesses vertically (and with far less acrimony), 
with different companies going to different factions, 
although even for them, untangling the cross-h: Iding 
maze through which the family controlled its empire has 
proved to be an unenviable task. 

If how families really own or control their businesses 
is what can queer the pitch for succession and, thus, lead 
to splits, curious as it may seem, modern market dyna- 
mics can be a guarantee against their division. Post- 
liberalisation, businesses are driven far more by scale 
and, particularly in the case of older manufacturing or 
commodity-led businesses, by backward and forward 
integration. Breaking up businesses like those could 
mean the sum of the broken parts would be far lower 
than the original whole—hence the Reliance impasse. 


Keeping The Faith 

How are India’s business families (more than half of the 
top 100 companies in the BT 500 are family-owned), 
particularly those where the number of heirs is more 
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ANSHUMAN & PRASHANT RUIA 


than one, facing up to the challenges of planning for 
succession and keeping the family united? When we 
began work on this story, we knew that few would 
want to talk about family matters, but we weren't sur- 
prised when some of them agreed to share their 
thoughts on an issue that is increasingly coming to the 
fore in business families. 

Let's begin with one of the most famous Indian busi- 
ness families, the nearly 100-year-old Birlas. Except for 
the issue of M.P. Birla’s assets, where a legal battle is 
going on, the rest of the Birla clan is largely insulated 
from a succession battle as most of them seem to 
have decided on who will get what and how. Sitting in 
his 15th-floor office in Birla Building on Kolkata's R.N. 
Mukherji Road, 84-year-old B.K. Birla rules out any 
succession conflict in his Rs 6,000-crore empire. 
“Гуе decided to leave Century Textiles & Industries 
and Century Enka to my grandson Kumar Mangalam 


Essar Group Chairman Shashi Ruia's two sons are already involved in the business, and 
brother Ravi's children may join sometime in the future 


The Birlas (B.K. Birla) 





Size of the empire: Rs 6,000 crore 

Key companies: Century Textiles 

(Rs 2,253 crore), Kesoram Industries 
(Rs 1,302 crore) 

Scions: Kumar Mangalam, 37 (grandson), 
Jayashree Mohta, 56, and Manjushree 
Khaitan, 59 (daughters) 


The Goenkas (R.P Goenka) 

Size of the empire: Rs 8,200 crore 

Key companies: CESC (Rs 2,356 crore), Ceat 
(Rs 1,400 crore) 

Scions: Harsh Vardhan, 47 and Sanjeev, 43 


The Rajus (B. Ramalinga Raju 
and B. Rama Raju) 





Size of the empire: Rs 2,552.5 crore 
Key companies: Satyam Computer Services 
(Rs 2,541.5 crore) and Nipuna (Rs 11.2 
crore) 

Scions: Ramalinga's sons Teja, 26, and 
Ramu, 25; Rama's children Deepthi, 

18, and Rahul, 15 
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FAMILIES IN FOCUS 


The Piramals (Ajay Piramal and 
sister-in-law Urvi Piramal) 


Size of the empire: Rs 3,500 crore 
Key company: Nicholas Piramal (Rs 1,440 


crore) 


Scions: Anand, 20, and Nandini, 24, children 
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An indicative listing of the leading family 
businesses in India and their key scions. 


The Godrejs (Adi Godrej) 





Size of the empire: Rs 4,000 crore 

Key companies: Godrej Industries (Rs 776.24 
crore), Godrej Consumer Care (Rs 548.60 
crore) 

Scions: Pirojsha, 23, Tanya, 36, Nisa, 24 


of Ajay and Swati Piramal. Harsh, 31, 


Rajeev, 29, and Nandan, 24, are sons of 


Urvi and late Ashok Piramal 


Ajay and Anand Piramal 
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The Reddys (Dr. Reddy's, K. Anji 
Reddy) 





Size of the empire: Rs 2,008 crore 

Key Company: DRL (Rs 2,008 crore) 

Scions: Satish, 37, Anuradha (daughter), 38, 
G.V. Prasad (son-in-law), 44 


The Kanwars (Onkar Singh 
Kanwar) 





Size of the empire: Rs 2,314 crore 
Key company: Apollo Tyres (Rs 2,314 crore) 
Scions: Raaja, 38, Neeraj, 35 


The Ruias (Shashi and Ravi Ruia) 





Size of the empire:Rs 9,500 crore 
Key companies: Essar Steel (Rs 4,025 crore) 
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(Century is jointly owned by the extended Birla 
family and is expected to go to B.K. once the cross- 
holding issues are settled).” The other two B.K. 
group companies, Kesoram Industries and Jayashree 
Tea & Industries, would go to his two daughters 
Manjushree Khaitan and Jayashree Mohta, res- 
pectively. A decision on some smaller companies like 
Mangalam Timber has not been taken yet. “ГЇЇ 
decide that in due course,” adds В.К.. 

Likewise, B.K.’s elder brother, the Delhi-based 
K.K. Birla has decided to leave his companies and 
other assets to his three daughters. For instance, 
Shobhana Bhartia (Hindustan Times), Nandini 
Nopany (sugar mills) and Jyotsna Poddar (Chambal 
Fertilizers) are already at the helm of affairs of the 
companies they would eventually inherit. 

But such a vertical division of assets (that is, by 
individual companies) is not easily adopted by 


and Essar Shipping (Rs 671 crore) 
Scions: Shashi’s sons Prashant, 35, and 
Anshuman, 33; Ravi's children Smiti, 21, 
and Rewant, 24 


The Bajajs (Rahul Bajaj) 


Size of the empire:Rs 7,100 crore 




















MALVINDER & SHIVINDER MOHAN SINGH 
Consensus is the key for the Singhs of Ranbaxy, where elder scion Malvinder is being groomed 
to run the flagship Ranbaxy Labs, while Shivinder will manage the group's other businesses 


Lighting (Rs 450 crore), Wipro Technologies 
(Rs 3,920 crore) 
Scions: Rashad, 27, and Tariq, 26 


The Reddys (Prathap Reddy) 


Size of the empire: Rs 542 crore 
Key company: Apollo Hospitals Enterprises 











Key companies: Bajaj Auto (Rs 5,070 crore), 1 (Rs 500 crore) 
Mukand Steel (Rs 921 crore) = Scions: Preetha, 47, Suneetha, 45, 
Scions: Rajiv, 38, and Sanjiv, 35 Pawan and Brijmohan Lall Munjal Shobana Kamineni, 43, and Sangeetha, 41 
The Burmans (A.C. Burman, The Munjals (Brijmohan Lall The Krishnas (Sundram 
VC. Burman and S.C. Burman) Munjal and brothers) Fasteners) 
Size of the empire: Rs 1,700 crore Size of the empire: Rs 9,000 crore Size of the empire: Rs 689.12 crore 
Key company: Dabur India (Rs 1,350 crore) Key company: Hero Honda (Rs 5,800 crore) Key company: Sundram Fasteners 
Scions: Anand, 51, Amit, 35, Mohit, 35, Scions: BM'sons Pawan Kant, 50, Sunil (Rs 689.12 crore) 
Chetan, 33, Gaurav, 32, Saket, 26, Kant, 47, and Suman Kant, 51; Scions: Preethi, Arathi and Arundhati 
and Aditya, 23 Satyanand's sons Yogesh, 64, 
Suresh, 63, Umesh, 53, and Mahesh, 50: The Singhs 
| O.P. Munjal's son Pankaj, 42; and (Late Parvinder Singh) 
The Firodias (Arun Firodia) Dayanand's sons Vijay, 60, TERM T ID ғ 
and Ashok, 53 Size of the empire: Rs 5,500 crore 
Size of the empire: Rs 1,100 crore Key company: Ranbaxy Labs (Rs 5,400 crore) 
Key companies: Kinetic Engineering The Premjis (Azim Premji) Scions: Malvinder, 33, and Shivinder, 31 
(Rs 206 crore), Kinetic Motor 
(Rs 197.28 crore) Size of the empire: Rs 5,500 crore Figures for size of empire may not be accurate 
Scions: Sulajja Firodia Motwani, 34, Key companies: Wipro Infotech (Rs 1,000 since unlisted companies have been excluded. 
Vismaya, 28, Ajinkya, 23 crore), Wipro Consumer Care & Figures in brackets are sales 
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families with many siblings, but one integrated company. 
Take the case of the Rs 5,070-crore Bajaj Auto, where 
Rahul Bajaj's two sons Rajiv and Sanjiv are currently in 
charge. The elder son Rajiv, 38, who is currently Joint 
Managing Director, is expected to take over as MD this 
year, while Sanjiv, 35, as Executive Director, heads 
finance. Asked about the succession planning he has 
done for his two sons, Chairman Rahul Bajaj, 66, is 
non-committal. *I have thought about it, but a decision 
will be taken only later, maybe after five years. Now my 
priority is to settle a succession plan for my four 
younger brothers," says Bajaj. 

Besides Bajaj Auto, the group has only three other 
major companies: Bajaj Hindusthan, Bajaj Electricals and 
Mukand Steel, which have to be shared among Bajaj's 
younger brother Shishir and three first cousins Madhur, 
Niraj and Shekhar, and their successors. Shishir Bajaj, 
57, has already demanded separation from the 
family, and the group's sugar business Bajaj Hindusthan 
would go to him from March 31, 2005. The other com- 
panies are yet to be decided on, although there is an 


HOW THEY DID IT 


НЕ MORE THINGS CHANGE, THE MORE THEY REMAIN THE SAME, EVEN AS VARIOUS 

business houses search for ways out of their own versions of the 
Mahabaharat, they need look no further than the example of some of 
their peers for a solution.The most celebrated partition in India Inc. is the 
one in the Birla family, though it may well have to cede its pole position if 
the Ambanis manage to sort out their "ownership issues". 

The Birlas— never really the cohesive, united family its members 
would have the world believe—realised soon after patriarch G.D.'s 
death in 1983, "that unless some kind of division was agreed upon, there 
may not only be problems in course of time but also misunderstandings 
and unpleasantness”, Identifying the potential flashpoint was the easy 
part of the issue; agreeing upon an equitable distribution of the group's 
assets was far more difficult. There were instances of members engaging 
in no-holds-barred bidding wars against each other on the bourses 
and outside to shore up their stakes in individual companies. 

When the family finally came to an agreement, B.K. Birla got 
Century Textiles and Kesoram, and son Aditya received Hindalco and 
Gwalior Rayon (later Grasim). Elder brother K.K. Birla got control of Zuari 
Agro, Hindustan Times and four sugar mills, while cousins M.P. and G.P. 
and nephew S.K. walked away with other Birla assets. Now, almost two 
decades after the event, it's clear that the family lost more than it gained 
from the division. Take the A.V. and B.K. Birla companies out of the equa- 
tion, and you'll find a disparate mélange of small and mid-sized com- 
panies that yo-yo between profitability and red ink and figure in few an- 
alysts’ lists of wealth creators. 

The same fate has befallen other business houses like the 
Goenkas, the Shrirams and Modis that went for vertical divisions. In the 
case of the Goenkas, the faultline lay over the pace of growth. It was 
Rama Prasad Goenka who sought a partition in his clan. After resist- 
ing the idea for some time, family patriarch Keshav Prasad called his 


understanding that Shekhar Bajaj, 56, will inherit Bajaj 
Electricals, which he has been managing for the last few 
years. Niraj Bajaj, 50, looks after Mukand Steel, while 
Madhur Bajaj, 52, is Vice Chairman at Bajaj Auto. 


Ownership Vs. Management 

Rahul Bajaj is unwilling to get into specifics, but his idea 
of succession planning is this: “If you can separate 
the two key issues—ownership, which comes with 
voting rights, and management of the company—from 
each other in your lifetime, then there is no problem. 
That’s what I am trying to do.” That’s probably what 
every family business ought to do. It’s a practice fol- 
lowed widely by family-owned businesses in the West, 
where the family owns the controlling shares, but 
inducts professional managers to run their businesses. 
Retail giant Wal-Mart, the largest global corporation with 
sales of $256 billion (Rs 11,26,400 crore), is controlled 
by the Walton family and even has a Walton (Rob, 60) 
as its Chairman. But when it comes to managing the 
business, it has a team of professionals headed by CEO Lee 







E zx. 
А ҸҸ - | 
The bequeathers: (L to К) Bhai Mohan Singh, G.D. Birla 
and K.P. Goenka vertically divided their businesses, but 
their new entities fared very differently 


d 


three sons to his flat in Mumbai's Carmichael Road and drew up 
three lists of companies, Gouri Prasad Goenka, his youngest son, 
chose first—and received the group's crown jewel, Duncan Agro 
Industries. Jagdish Prasad, his second son, was next. He received Anglo- 
India Jute, Jubilee Mills, Swan Mills and Coorla Mills. Eldest son 
Rama Prasad was left with the residual companies in the group— 
Phillips Carbon Black, Asian Cables, Agarpara Jute and Murphy India. 
Thereafter, the three brothers fared very differently. RPG went on 
to become one of the country's top industrialists. GPG consolidated his 
empire and also grew, albeit at a slow pace. And J.P. Goenka simply 
dropped off the media’s radar. The story repeats itself in Ranbaxy as 
well. Bhai Mohan Singh, the 86-year-old patriarch of the group, ap- 
portioned his assets to his three sons, late Parvinder Singh, Manjit Singh 
and Analjit Singh in 1990. Eldest son Parvinder managed to walk 
away with Ranbaxy Labs, which now is a Rs 5,400-crore blue-chip. 
Manjit got Montari Industries, a company that has run up huge debts 
and is believed to be in trouble. Youngest son Analjit got Max India, 
which later dabbled in telecom, but is now in the healthcare and in- 
surance business. Apparently, when the division happened, the valu- 
ations of the assets of the three brothers were equal. That has 
changed considerably in the last 15 years. t 
Is there a lesson in these three examples for India Inc.? 
ARNAB MITRA AND SAHAD Р V. 
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Scott. Instead, ће буе Walton inheritors, whose wealth 
is estimated at $90 billion (Rs 3,96,000 crore), keep them- 
selves busy doing diverse things—from horse breeding to 
philanthropy. Says cir's Director General N. Srinivasan: 
“Successful business families are those who run businesses 
as capitalists and families as socialists.” 

Some Indian companies have already started on that 
road, The Chennai-based Murugappa Group, where 
the fourth generation is in business and the fifth is being 
groomed, has de-linked ownership from management in 
the last decade. Key family members sit on a corporate 
board, but its chairman is an outsider. The chairman is 
expected to give his objective views on the direction the 
group should take and counsel the growing number of 
family members that are employed by the group. 
Succession does not happen by right, but on merit: 
family members have to prove their competence to rise 
to a senior position in the group. Says Sanjay Jain, 
Country Managing Director, Accenture, “One should 
manage the family as one manages business.” 

The Delhi-based Rs 1,700-crore Dabur group is 
experimenting with a family council, which comprises 
10 male family members who together decide what new 
businesses and investments they should undertake. As 
for the existing businesses, the family has given charge 
of day-to-day operations to professionals. Thus, Vivek 
Burman, 66, is the Non-executive Chairman of the flag- 
ship Dabur India, while Sunil Duggal, a professional 
manager, runs the company. 

The Dabur family, which is into its fifth generation, 
offers scope for members to get into business on their 
own, with or without the help of the 
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family. For instance, Amit, 35, (son of late G.C. Burman) 
has built Dabur Foods into a Rs 100-crore brand from 
scratch, while the other family members remain as 
investors. Similarly, Mohit, 35, son of Vivek Burman, has 
been able to convince the family to invest in the insu- 
rance business (the Burmans hold 74 per cent in Aviva 
Life Insurance). But Pradip Burman, 62, one of the 
cousins of Vivek Burman, has set up Sanat Products 
(manufacturer of health supplements) on his own, 
while remaining a part of the same family. Vivek 
Burman’s younger son Gaurav Burman, 32, an invest- 
ment banker, has set up a venture capital firm and has 
asked the family council if they could invest. “We are yet 
to take a decision on that,” says Vivek Burman. 

If the 120-year old Dabur group has found a won- 
der drug in the form of a family council to stay together, 
the 60-year-old Hero Group of Munjals too remain 
intact till now, but without the help of any formal 
arrangement. All four senior Munjal brothers and 
their families hold 25 per cent stake each (of the 
family’s total ownership) in all the group companies, 
including the Rs 5,800-crore Hero Honda. But the 
group has not announced any formal succession plan 
yet, though age is catching up with the patriarch 
Brijmohan Lall Munjal, 81, who, with his son Pawan, 
50, is running the show at Hero Honda. B.M.’s two 
other sons are Sunil Kant, 47, who runs Hero 
Corporate and Suman, 51, who looks after Rockman 
Cycles. Their other cousins run businesses like Hero 
Motors, Majestic Auto and Munjal Showa. 

Running separate businesses is a good idea also 

because it makes parting easier. Ajay Piramal, Chairman 
of Piramal Enterprises, whose group was in the news 
recently because of a reported split with his sister- 
in-law Urvi Piramal, feels so, though he denied any 
division in his group. At the Piramals, Urvi (and her 
sons) primarily looks after Piramal Holdings, while 
Ajay runs the pharma company Nicholas Piramal 
and Gujarat Glass. While Ajay says there is no parting 
of ways in the Piramal family as reported by news- 
papers, he adds that even if that happens hypotheti- 
cally, the separation will be mutual and amicable. 


First-generation Ripples 

Sometimes even new Indian business families have 
to decide on succession. At the Rs 2,008-crore 
Hyderabad-based pharmaceuticals major Dr. Reddy’s 
Laboratories (DRL), Chairman K. Anji Reddy’s son- 
in-law, G.V. Prasad, is Executive Vice Chairman and 


G.V. PRASAD & SATISH REDDY 


At Dr. Reddy's Labs, succession and ownership issues have already been looked into 
and there is no ambiguity on that count, says its founder Anji Reddy 
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CEO, while his son, Satish Reddy, is coo and 
Managing Director. This could make for a tricky 
situation in the future, but Anji Reddy doesn't 
believe so. "Succession and ownership are things 
that have been looked at and there is total clarity 
in terms of the shape it will take going forward. 
Everyone in the family is clear about it and there is 
no ambiguity on this," says Reddy, who, how- 
ever, is not willing to discuss the specifics, but 
emphasises that there is a clear succession plan. 
There are differences galore at another first gene- 
ration company, the Rs 2,000-crore BPL Group, 
where group patriarch T.P.G. Nambiar has actually 


taken his son-in-law Rajeev Chandrasekhar to court. 
Nambiar alleges that Chandrasekhar has appropriated 
control and ownership of the group’s mobile telephony 
business, which was set up with group resources, but 
Chandrasekhar says all the money he owed to the 
group has been returned. This battle is still unsettled. 

For Chennai-based Prathap Reddy, who founded 
the Rs 542-crore Apollo Hospitals, the succession 
plan is clear. Reddy has anointed the eldest daughter Pre- 
etha as his successor, while the other three daughters 
will continue to have important roles. “After me, Pre- 
etha (now Managing Director) will become chairman. 
If the hospital group grows after me, then probably she 
will have another managing director and as chairman, 
she will opt for strategising instead.” Major decisions in 
the group are likely to be made on the basis of a con- 
sensus among the four sisters, since they have equal 
shares in the investment trust through which the fam- 
ily investments have been routed into Apollo Hospitals. 

A similar model has been adopted by a third gene- 
ration family, the Singhs of Ranbaxy Group. The 
family’s elder scion Malvinder Singh is being groomed 
to run the Rs 5,400-crore flagship, Ranbaxy Labs, 
while his younger brother Shivinder Singh will manage 
the group’s other smaller businesses like Fortis 
Healthcare, a hospital chain, and SRL Ranbaxy, a clinical 
labs company. Here too, the two brothers have an 
equal shareholding, but different roles. “At Ranbaxy, the 
distinction between ownership and managment has 
been clearly established,” says U.K. Khaitan, a Delhi- 
based lawyer who advised the group. 

But succession planning needn’t be dictated by pri- 
mogeniture. At Apollo Tyres, it is Chairman Onkar 
Singh Kanwar's younger son Neeraj, 35, who as the 
Chief Operating Officer has already been anointed 
Kanwar's successor, while elder son Raaja, 38, has 
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The Dabur family, into its fifth generation, is experimenting with a family council of 10 male 
family members who together decide what new businesses and investments they should undertake 


been drafted to run the group’s new ventures. According 
to company insiders, even wealth and share distribution 
has already been decided on. Says Onkar Kanwar: “I am 
working on a succession plan. I do not want to talk 
about it now.” 

There is a host of other big Indian family busi- 
nesses that may have to think about succession planning 
sooner than later. Essar group Chairman Shashi Ruia’s 
two sons—Prashant, 35, MD of Essar Steel, and Anshu- 
man, 33, a director in the group companies—are in 
business already. His younger brother and Vice Chair- 
man Ravi's two children—Smiti (who runs Mumbai’s 
Time Out magazine) and Rewant—may also join the 
group in the future. In the Bharti Group, Chairman Sunil 
Mittal, 47, will have to put in place a succession plan as 
his two brothers Rakesh, 49, and Rajan, 44, enjoy 
important roles in various group businesses. Wipro is an 
interesting case where although Chairman Azim Premji's 
family owns more than 80 per cent stake in the 
Rs 3,920-crore flagship, his two sons, Rashad, 27, and 
Tariq, 26, don't yet work in the group. 

The point to note in many of these instances is that 
some family members get to be more empowered than 
others although in terms of shareholding they may remain 
equal. The challenge, therefore, is to balance egos and 
emotions as well as business interests. Says Kavil 
Ramachandran, a professor at the Indian School of 
Business: *The biggest problem till now is that the sen- 
ior generation doesn't know how to handle the succes- 
sion matter, while the junior generation doesn't know 
how to raise the issue." If that continues, then as the 
Reliance affair demonstrates, family businesses may be sit- 
ting on a tinderbox that is waiting to explode. @ 

ADDITIONAL REPORTING BY ARNAB MITRA, 

VENKATESHA BABU, KUSHAN MITRA, ABIR PAL, 
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More than 30 malls with about nine million 
sq. ft. of real estate will be in business this 
year. So why are the retailers unhappy? » Asir л. 


HE SILVER GREY SMOKE RINGS DRIFT LAZILY 
into the afternoon sun as Vikas Gupta, 
President and CEO, Arcus, takes another 
deep drag from his Classic Milds and ges- 
tures towards the 30,000-sq. ft. store— 
once the repository for his home-improvement brand, 
Arcus, and the peripatetic Gupta's second home. That 
is, until he abruptly terminated a three-year contract and 
downed shutters on what was Arcus' second store in 
India. Glancing around at the thronging shoppers, 
the packed parking lot, boisterous food stalls and 
from thence wafting aromas, it's only natural to 
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wonder if the decision to leave Phoenix High Street, 
one of Mumbai's prominent retail destinations, was a 
bit rash. After all, on offer is a bowling alley, lifestyle 
stores, lounge bars, marquee brands like Lacoste, 
Marks & Spencer, and Adidas, and prime retail space 
spread over 60-odd shops. 

But lack of patience isn't one of Gupta's prob- 
lems. By the time promoters Turner Morrison decided 
to shutter their Phoenix outlet, Arcus had racked up 
losses of Rs 25 crore. What went wrong? Gupta lists out 
the reasons. Against promised weekend “footfalls” of 
50,000, barely a fifth materialised; conversion rates 


MALLS, MALLS EVERYWHERE 


There's a virtual explosion in the number of malls across India. 








2004 . 2005 
AO с m 
Bangalore 5,72,000 _ — 0 
Chennai 9,35,000*  3,50000 _ 
Delhi + 8,68,000  42,70,000 — 
Hyderabad 7,80,000 6,25,000 — 
Kolkata 2,41, 000  4,80,000 - 
Mumbai 10,90,000 32,220,000 — 
TOTAL 44,86,000 89,45,000 © 


Source: Chesterton Meghraj Research “BT estimates + Includes NCR 
Figures are additions in each year 





While footfalls at the Metropolitan touch almost 40,000 BALJEET SINGH 


on weekends, the conversion rate, Si 
15 per cent. A bulk of the visitors merely 


were a meagre 20 per cent against the assured 60 per 
cent, and the “average ticket size” or average spend per 
customer was so low that Gupta will not even talk 
about it. However, he does reveal that it was signifi- 
cantly lower than the Rs 12,000 ticket size (i.e. average 
billing per transaction) he had expected. Contrast this 
with Arcus’ only other store also located in a mall in 
Gurgaon, near Delhi, that on weekends averages foot- 
falls of 40,000 and gets a conversion rate of 40 per cent. 
“We had no other option; the Mumbai store’s accu- 
mulated losses were threatening to affect the entire com- 
pany,” says a visibly dejected Gupta. 


VP (Mall M 0 
ngh says, is а mere uu lanagemen 


window shop сите 


Around 1,500 km away in Delhi, weekend crowds 
are milling about in Ansal Plaza; young couples lollin; 
around its amphitheatre taking in the sun, or mall 
rats determinedly elbowing their way through for a сщ 
of coffee—one they would nurse for the next few 
hours. Located in south-central Delhi, the five-year-olc 
Ansal Plaza averages over 23,000 footfalls on weekends 
according to CEO Munish K. Baldev. A bit surprisi 
then to hear Rishab Soni, MD, Sports Station and ai 
Ansal Plaza tenant, say that he got a raw deal. *Blocl 
B is where all the retail action is and we're at Block ‹ 
surrounded by F&B outlets, and this results in few 


An entry fee, another mall nearby and consumer 
disenchantment stunted Crossroads’ revenues. Now, it 





K.N. IYER 
CEO/ Crossroads 


has repositioned itself as an upscale shopping destination Mumbai 


AT THE CROSSROADS 


Mumbai's first mega mall seeks reinvention. 


4EN IT WAS FIRST OPENED IN SEF 





MBER 1999, MUMBAI HADN'T SEEN ANYTHING LIKE IT 
before. Or, for that matter, even India. Crossroads, the modernistic 
glass-and-granite shopping mall in Mumbai's Haji Ali, overnight tumed into 

a “tourist destination”. Spread over 1,50,000 sq. ft., with 1,10,000 sq. ft. of retail 

space and 43 goodie-packed outlets, footfalls on weekends were often close to 

1.00,000 and weekdays managed to pull in 30-40,000. But the Piramal Holdings 

property soon discovered that despite the thronging crowds, footfalls conversion rates 

were a meagre 15 per cent. An unpopular entry fee, the opening of another large 
format mall, Phoenix High Street, nearby and consumer disenchantment meant that 
very soon revenues were stagnating at Rs 120 crore. Even worrying was that foot 
falls continued to languish. It was then that Crossroads, led by CEO К.М. Iyer, deci 
ded to go in for an overhaul and a “repositioning”. It decided to project itself as an 
upscale premium mall targeting customers with household incomes of Rs 3 lakh 








plus. Genuine customers (as opposed to cunous window-shoppers) were fil 
tered out through loyalty programmes, direct mailers, upscale brands like Mango 
Morgan De Toi, Marks and Spencer and Wills Lifestyle, and the unpopular entry fee 
made redeemable. “It was quality over quantity and everything was done keep 
catchment area" says CEO lyer. Very soon, while weekend foot- 
falls had stabilised at around 60,000, revenues remained constant, but conversion 
rates went up to 30 per cent. This year the mall expects to do Rs 160-crore of 
business and conversion rates are around 40 per cent. Interestingly, the com 
venture, CR2—an 80.000 sq. ft. structure in the heart of financial 
] 


district Nariman Point, is being positioned as a “food and entertainment desti- 






ng in mind the 


pany's latest 








nation" keeping in mind the affluent South Mumbai base. While there are a few 
premium retail brands like Omega and Swarovski, 60,000 sq. ft. has been set 
aside for food courts and a multiplex 
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footfalls." If it is faulty design that Soni is 
peeved about, then for the India head of a 
well-known real estate consultant and a regu- 
lar visitor to malls across the world, it's the 
sheer lack of mall management. “There is no 
proper distribution or placement of stores, 
parking is a big problem and even the variety 
or choice of products is not there. With so 
many better malls to choose from, why will 
anyone go (to Ansal Plaza)?" 


Early Shakeout? 

What better place to seek the answer than 
Gurgaon, the country's mall capital and a 40- 
minute drive from Ansal Plaza. pLF Mega Mall, 
promoted by Delhi-based property developers 





A dazzling line-up, but not without problems: (L to R) 


DLF Universal, is the latest addition to the satellite 
town’s already cluttered glass and concrete skyline. That 
is, till you take a peek inside. Three floors have been 
lying vacant since it was completed six months ago. The 
only current occupants comprise a food court and a 
multiplex, besides a few smaller stores. Defends Ajay 
Khanna, Executive Director, DLF Retail: “These stores 
were bought by property investors and not by retailers 
and, therefore, the mall could not begin operations. 
Now that retailers have come in, the mall should be 
fully operational in two months,” he promises. Khanna 
lets on that fashion designer Ritu Kumar and Reebok 
will be setting up shop, though the name of the key anc- 
hor—a white goods manufacturer from Dubai—still 
remains wrapped in secrecy. 

What is actually going on in Mall Land India—van- 
guard of the country’s burgeoning consumerist eco- 
nomy? Pick up any research report and it will tell 
you that malls—the physical expression of a society’s 
retail desire—are booming. Real estate advisors Knight 
Frank say 25 million sq. ft. of organised retail space will 
come up across the country just next year alone. 
Another estimate puts over 300 malls under construc- 
tion across the country. Cushman Wakefield’s India 
Retail Property Market report says, “The retail revolu- 
tion has now entered the second phase... the concept 
of family entertainment centres has met with success and 
most new developments are being designed to hold food 
courts, entertainment areas and multiplexes.” 

But the harsh truth is that what such reports reveal 
may be interesting, but what they don’t is critical. 
That the heady gold-rush days for retail are clearly over. 
Oversupply, fierce competition, high rentals, poor 
infrastructure and shoddy marketing are just some of 
the problems that are dogging these cathedrals of 
consumerism. Beneath the gleaming facades, colour-co- 
ded displays and nattily turned out shop assistants, there 
is a hum of unrest. Success stories still abound, but tales 
(often untold till now) of vacant lots, lost investments 
and shattered expectations are growing with every 





passing day. The only exception seem to be cities like 
Chennai and Hyderabad, but not because retailers 
here have hit upon a clever business model; rather, it’s 
because they don’t have too many malls and the ones 
that are there are still novel enough for shoppers. 


What Ails Malls? 
It’s easy to see why retailers in such fancy malls are dis- 
enchanted. For one, rentals are high. At Gurgaon’s DLF 
City Centre, which is across the road from an equally 
big Metropolitan Mall and boasts of Lifestyle as its 
anchor store, monthly rentals can be as high as Rs 165- 
190 per sq. ft. on the ground floor. Plus, there are other 
costs that the retailer must incur in terms of display (it 
costs Rs 50-60,000 per month on an average to rent 
signboard space on the mall facade; this cost varies with 
the size and location of the signboard). “Mall rentals are 
still staggeringly high. Hopefully they'll come down 
with the opening up of more malls,” says Subhinder 
Prem, Managing Director of Reebok India. For another, 
turning footfalls into revenues can be a tall order for 
most retailers. Says Mohammed Abdullah, Managing 
Director of Home Stores India, a small chain of home 
furnishings that operates out of Metropolitan in 
Gurgaon: “I’m not fully satisfied with the outcome of 
sales. A bulk of the footfalls are curiosity footfalls and 
there is very little conversion.” Defends Baljeet Singh, the 
Metropolitan’s УР (mall management): “(As a policy), МСЕ 
does not interfere with the workings of its tenants.” 
What makes the mismatch between expenses and 
revenues is the lack of sophisticated mall manage- 
ment. What few promoters realise is that there’s more 
to managing and promoting a mall than erecting a gra- 
nite and glass edifice and filling it at random with 
popular consumer brands. Location, accessibility, retail 
and tenant mix, infrastructure, shopping environ- 
ment, entertainment, services, marketing, promotions 
and communications... everything has to be right. 
With the absence of any laid-down standards, everyone 
is trying to cash in on the ongoing mall mania with their 
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Delhi-based Ansal Plaza averages over 23,000 MUNISH К. BALDEV 


footfalls on weekends, but some retailers find its 
design faulty and its management tardy 


own short-term fixes. (Why the mall 
rush? Malls offer 17 per cent return 
on investment, compared to 11 per 
cent on office space and 6 per cent on 
residential property.) 

Fortunately for the retailer, 
though, the going will get increa- 
singly difficult for the fly-by-night 
operators. It's now becoming obvi- 
ous that to run a successful mall, 
shops cannot be sold. *There have 
to be architecturally-unified com- 
mercial establishments with a clear 
positioning. They have to be 
planned, developed and owned as a 
single operating unit. Complete 
ownership is critical. Part-owner- 
ship and part-lease will not qualify 
for being called a true mall," argues 
К.М. Iyer, CEO, Crossroads, a 
Piramal-promoted mall holding 


MALL ECONOMICS 


What it costs to build a mall. 
e Land: Rs 600 to Rs 1,000 per sq. ft 


e Mall size: 400,000 sq. ft 
(4 floors of 1 lakh sq.ft. each) 


e Construction cost (bare shell): 
Rs 800 per sq. ft 


e Interior fit-out (including AC) cost: 
Rs 1,500 to Rs 3,500 per sq. ft 





EQUIPMENT COST: 
e 6 Escalators: Rs 15 lakh 


e 4 Elevators: Rs 10 lakh 
e 2 Air-conditioning plants: Rs 1 crore 
e 2 Gensets: Rs 1 crore 


e Approval fees/Misc. expenses: 
Rs 150-200 per sq ft 


e Marketing cost: Rs 150/200 per sq. ft 


CEO/ Ansal Plaza 
New Delhi 


A partnership-driven approach— 
with retailers and mall developers 
joining hands—is clearly the way 
forward. Financial viability has to 
be achieved through proactive, cen- 
trally-planned, jointly-funded pro- 
motions, and if required, a variable 
rental model. Something progres- 
sive mall owners like Suresh Singa- 
ravelu, CEO, The Forum, Bangalore, 
are realising. “When the Arrow 
showroom had certain issues with 
regard to footfalls, we jointly worked 
with them. We increased the lux 
quotient (lighting) and worked on 
product display, and it worked,” 
says Singaravelu. 

Many say these are just the ine- 
vitable “growing-up pains” of a 
fledgling industry, and the fittest 
will end up thumbs up. Supply is 


company in Mumbai. 

Then there is the issue of format. Format in retail 
is what product is in merchandise. “Have the wrong 
kind of merchandise and it will not sell. Have the 
wrong format in retail with a bad tenant mix and it 
does not work," says T.R. Venkatesh, Dean, ICFAI 
Business School. Of the various popular formats— 
lifestyle, household and discount—it’s no surprise 
that the last has found favour with the value-con- 
scious Indian shopper. 
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expected to bring down rentals and property rates. It’s 
also expected to weed out smaller non-serious players 
and leave only the big boys committed to the long 
term. Till then, amidst the juggling clowns, the fire 
breathers and piped muzak, Indian retailers will con- 
tinue to learn their lessons hard and fast. Ul 
ADDITIONAL REPORTING BY VENKATESHA BABU 
IN BANGALORE, ARNAB MITRA IN KOLKATA, 
ANANYA ROY IN DELHI, E. KUMAR SHARMA IN 
HYDERABAD AND NITYA VARADARAJAN IN CHENNAI 
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bt technology 


HE HEADY AROMA OF SWEET, HONEY-ROASTED 

tobacco wafts in from the Wills Gold Flake 

production lines on the eastern fringes of 

Bangalore. Pre-graded tobacco, papers and 

filters are being rolled into thousands of ciga- 
rettes every hour with clockwork precision. rrc, which 
owns most of the top cigarette brands in the country, 
can’t afford any goof-ups in its supply chain. In the 
good old days, armies of men worked overtime to 
ensure this. But now, it has adopted a new technology 
to ensure the right components reach the designated 
supply lines on time, every time. 

Elsewhere, retail giant Pantaloon has set itself a tar- 
get of becoming a $2-billion (Rs 8,800-crore) company 
by 2008. For this, it knows it requires new technolo- 
gies that provide real-time information on inventories. 
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In another era, this would have called for the deploy- 
ment of platoons of workers. But not any more... 

Technology—more specifically RFID or radio fre- 
quency identification—is making it possible to minimise 
and even eliminate the human angle, with its attendant 
risks, from the supply chain equation. So, what is this 
wonder technology? Simply put, RFID involves putting 
a small radio transmitter on a tag or label with a 
unique identification number (UIN) on it. When passed 
under an RFID reader, the number contained in the tag 
is transmitted to a computer, which matches it with 
corresponding data (see How RFID Works). 

Why are we talking RFID? Blame Wal-Mart. Its 
diktat to all its suppliers last year: *RFID-enable your- 
selves or else... ", sparked a wave of interest. Govind 


Jaju, Director (Global Supply Chain), Ranbaxy, believes 


x E x 


the rationale behind Wal-Mart's move is justified. 
"The RFID chip, which is fixed under the label of the 
product, contains information like manufacturer's 
name, batch number, expiry date and much more, 
which helps the retailer monitor product movement and 
automatically update records." Wal-Mart is one of 
Ranbaxy's biggest customers in the Us. By the end of 
2004, all major retail chains were talking RFID. It follows 
from there that all major Indian suppliers to western 
retail chains have to RFID-enable themselves fast. 

But perhaps the most important reason for the 
sudden Indian interest in RFID is simple: there's a lot of 
money to be made in it. Every time an RFID tag se. 
is processed, it generates data. If a company 
like Wal-Mart were to go in for full-fledged 
implementation of this technology, it would 
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See the tag? Pantaloon's pilot RFID project at its warehouse near Mumbai has enhanced its position in the 


generate zillions of bytes of data. Huge amounts of new 
software code would be required to sift through and 
read this data. That's where India's status as the softwar: 
back-end of the world brings it fully into the fram 
Wipro, Satyam and Infosys have already entered the 
sector providing hardware solutions, software services 
and consultancy on streamlining the supply chain 
G.B. Prabhat, Director (Consulting & Enterprise 
Solutions), Satyam Computer Services, explains: “Indian 
companies nursing global ambitions have to enable their 
systems with the latest technology. The retail and 
pharma sectors have taken steps to adopt RFID, and 
other sectors are also looking at it,’ 
According to Sanjay Sarma, 
ex-Irrian and former MIT professor, who 
some regard as the father of RFID (see Th 





THE INDIAN BEHIND RFID _ 


F RADIO FREQUENCY IDENTIFICATION 

ever fulfil their promise, it will be thanks to 

the work of the Auto-ID Centre at the 
Massachusetts Institute of Technology (MIT). 
The centre, set up by two MIT professors, 
David Brock and IIT alumnus Sanjay Sarma in 
1998, decided to resurrect an obscure 1960s 
technology on radio frequency identification. 
The challenge they faced was not so much to 
develop the technology, but to popularise it 
and make RFID tags affordable 

In the five-year lifespan of the Centre, 
Sarma was able to recruit several Fortune 
500 companies into the RFID fold. His biggest 
breakthrough was in convincing Wal-Mart, 
the top-ranked company on that list, of the 
benefits of RFID. "Once Wal-Mart came on 
board, we knew many others would follow, " 
he had told BT a few months ago 
Today, the Centre exists as the Auto-ID 

Labs, still based at MIT, but as a consortium 
of several technical institutes and compa- 
nies. Sarma, who many call the 'Father of 
RFID' has since quit academics (he, how- 
ever, expresses a desire to return) to become 
the Chief Technical Officer of RFID foundation 
software firm OAT Systems (which has 
attracted VC-funding from firms such as 
Greylock and Matrix Partners) and plays a cri- 
tical role in Electronic Product Code (EPC 
Global), which is formulating a global stan- 
dard for RFID systems. 
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Bleeding-edge: RFID-tagged garments on display at the Wipro 
Lifestyle Apparel Store inside the Wipro campus In Bangalore 


Indian Behind RFID), the technology can revolutionise the way 
companies manufacture products, the way we consume, even the 
way we live. Many Indian companies are already changing their 
manufacturing, storage and supply change management processes 
following its implementation. L&T, Ranbaxy and Ashok Leyland are 
just three such neo-converts. But why would Indian corporates use 
RFID? Kurush Grant, СЕО, ITC's Tobacco Division, says: “In areas 
where there is complexity, it makes sense to go with RFID. The single 
largest advantage of the technology is that it maintains accuracy and 
product integrity: The right stuff goes to the right place." ТТС 
was one of the first Indian companies to adopt RFID. 

At Ashok Leyland, Managing Director R. Seshasayee gives 
RFID a cautious thumbs-up. *We are partnering global technology 
leaders to bring RFID for improving visibility and traceability in our 
internal asset management. This project is on a ‘proof of concept” 
basis, We are also exploring the feasibility of deploying this tech- 
nology to enhance efficiency and traceability in manufacturing lines 
and for warehouse applications,” he says. 

At Pantaloon, the RFID story began just a few months ago, but 
сю Chinar Deshpande is already contemplating expanding the pro- 
ject beyond the current pilot stage at the chain’s Tarapore warehouse 
near Mumbai. And he mentions a rather unexpected side benefit: 
“Adoption of this technology has enhanced our market position, 
especially at the premier B-school campuses where we recruit.” 

But several circles have to be squared before RFID can become ano- 
ther ubiquitous 24x7 technological enabler like, say, e-mail. The first 
is price. An average RFID tag costs 40-50 cents (Rs 18-22), which 
makes its widespread use in retail well nigh impossible. RFID suffers 
from the biggest paradox in technology: the chicken and egg syn- 
drome. To make widespread use possible, prices have to be low, but 
prices cannot head south unless people start using it on a large scale. 

Sarma, who is now CTO at OAT Systems, believes that with 
Wal-Mart and other big retailers taking the lead, tag prices could 
come down to 10-15 cents (Rs 4-6) soon. “Until last year, even the 
most basic RFID tag cost upwards of a dollar (Rs 44). Prices have 
fallen dramatically since; with manufacturers in China entering the 
fray, they should come down further,” he argues. In fact, he believes 


that Indian companies too should start production of RFID tags. ITC's 
Grant agrees: “With proper investments in R&D, Гат sure Indian 


OAT Systems' Sarma: At MIT, he helped 
popularise a three-decade-old technology 
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companies can develop new innovative ways of making RFID 
chips, like using these so-called ‘smart inks’.” Almost 10 Indian 








IOW RFID WORKS 
companies work on RFID hardware. zum z A à 


The numbers are proof of the promise that RFID holds for FID, LIKE A BARCODE, IS A STRING 
Indian firms. Globally, its demand, both hardware (tags and of numbers, but this stringis cesses, 
readers) and back-end support infrastructure, is expected to stored on a chip. Usually, | 


| 
touch some $3 billion (Rs 13,200 crore) by 2007. Even the most E “hip has no power of its own 
Н (there are advanced, active RFID | 


optimistic RFID supporters believe that the point of inflexion, tags, but these are prohibitively $ ШШШ | 
which will herald massive growth, will not happen before P T 4 li [ li 

: У тыб expensive for mass use). They only | LU EN 
that. In India, the market is pegged at a piffling Rs 10 crore now. transmit data (the number on the | 
Promise, did we вау? Yes, because this figure is expected to grow tag) when placed near an RFID | 
dramatically over the next few years. Says Satyam's Prabhat: “All reader, which transmits radio 


D 


current estimates are unreliable. India now forms an insignifi- waves that bounce off the chip. E: 
cant part of the international market but the next few years will Тһе attributes and details corresponding to each 
see exponential growth. І expect the market to be anywhere bet- unique number are stored on a back-end data server 


ween 15 and 50 times the current size in the next two years.” апд allow individual items to be identified —a feature 
Another major problem, according to К.К. Iyer, a partner at "0! available in barcodes. RFID also scores over bar- 
; i i gh 
Accenture, is the lack of any global standards. “There has to be с rr а са not пае be in А eine nase 9 
some level of co-ordination on this front, otherwise RFID might ОО ее, A emer WU SOVETA шилей 
S Dora А Cases inside, each with an RFID tag, can pass through 
miss the bus altogether. But, on the positive side, there are dis- А 2 
Ake stablishi Iob sandarda” he ink f a reader that will pick up all the codes. Secondly, as the 
Wh. T = а E Ing Ei 09а ur т 5, | € шопи5. chip is usually embedded in the packaging, RFID is 
lat Is certain, for now at least, is that RFID could change the more secure than UPC (barcode in techtalk) and can't 
way retail networks function in the country, and also make our pe erased or defaced as in the latter. Further, whereas 
manufacturing companies more competitive. “The future is bri- a barcode can be copied, an RFID tag cannot, so it can 
ght for RFID, but we have some way to go yet,” Iyer notes. El potentially reduce the incidence of counterfeiting 























The global food chain is happening and now. The dismantling of 


A ге Yo U subsidies, increasing public private partnerships and technological 


break throughs are bringing about paradigm shifts in the strategic 
and operational functions of the food chain. Are you abreast of 


CO nn ec ted what is happening in the global arena? 


Cornell-In India and Sathgurus "Accessing Global Markets" 
expose you to the latest advances in the field of agri-business. 


І n th e 9 lo Ба | The programme will empower you with critical skills needed for 


managing in the global marketplace. 
1 d h 2 World renowned faculty, cutting-edge research inputs and 
O O С a | n . interactions with global business leaders will help you stay connected 


in the competitive environments. 
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Cornell University Accessing Global Markets 





College of Agriculture and Life Sciences Food and Agri Business Management Course 
CALS, Cornell University is repeatedly recognised globally for 
excellence in teaching, research, extension and innovations е Programme Dates 
throughout the food chain. Module І: 16-21 May, 2005 (Coonoor, India) 
m Module Il: 13-24 June, 2005 (Cornell, NY, USA) 
A Sathguru is an India based leading ж Registration Deadline 
consulting firm, with Asian focus 
Sathguru for life sciences development. March 2005 


To avail of an early bird discount register before February 15, 2005 


To apply or learn more about the programme visit www.sathguru.com/afm2005 or email hema@sathguru.com 
or gopala@sathguru.com or Call: 040-23356507/23356975/23350586 or Fax: 040-23354042. 
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А decade after it made its first big wager іп statins, 
Biocon is pushing ahead with its second: of © 


branded formulations and even proprietary - 
drugs. Can it pull it Off? sy venkaresHa BABU ` 


IOCON'S MANICURED, 30-ACRE BLISTERING GROWTH. 


campus on the Hosur-Electronics | | 
City highway, 20 km south-east Both revenues... and profits are dipping. 


from the heart of Bangalore, is a 549.3 E ` 138. 6. 
picture of eerie calm, In contrast, gus И SS Cn 
the neighbouring campuses of tech giants 
Infosys and Wipro are bustling with people, 
and there's a steady stream of cars ferrying 
employees and visitors in and out. But don’t 
be fooled by the campus’ monotonous 
., hum. Barely two kilometres away from 
__ this campus, there's a new 90-acre Biocon 
< park taking shape. There, you can already 
see the Rs 50-crore facility of its subsidiary, 
.. Syngene, up and running. Plus, there's 
more than 1.5-lakh sq. ft. of R&D space 
coming up. to accommodate labs, one of 
+ which will be. for mammalian cell culture. 
_ . If it looks like a new Biocon is being 
` built, it is not coincidental. Ever since the 
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year, offering 10 per cent 
equity in an IPO that w 
subscribed 53 Times, 
pany has assumed a differer 


jectory. It has had t 





tive quarters o 
growth, with sales growi 

per cent and net profits by per 
cent, compared to the fii 

the previous year. Avid п 

in the stock has pushed 


Rs 500—a 60 per cent г 


IL $ ) 
ts issue price of Rs 31 
Emboldened by the investi 
trust, its founder-Chairpersor 
Mazumdar-Shaw—who herself 


became India’s richest 
ind made several of her | 
cutives millionaires in tl 
ot the IPO—has un 
ambitious plan for Bio 
years after it first lad 


shift towards serious bi 


launching statins (ch« 





lowering ‹ 
10 last year it m ved 
higher gear by unw 
Insugen—its own brand 

lin drug. What’s important abo 
it? Developed over thi 

years at an investment of 
crore, Insugen signal: 
direction in Biocon’s growt 
strategy. It marks the bes 


of its evol iton from 


A Bold Push 
Biocon's walking a tightrope. 


m Build on branded formulations 
such as its maiden "Insugen" 


а Pull R&D up by its bootstraps to 
develop proprietary products 


wm Provide low-cost, high- 
value, pre-clinical R&D to 
global pharma 


m Move into new therapeutic 
categories such as oncology 
and nephrology 


рор Mazumdar-Shaw = ш Build patents portfolio to 
Ше ДА" into top ge 


r 


ve protect potential upside 


to discoveries 
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mere supplier of APIs (or active pharma ingredients) and 
bulk drugs to a branded formulations player with a 
clutch of proprietary drugs of its own. 

That’s a bit like a car engine maker saying that it 
would turn into a vehicle manufacturer. Indeed, possibly 
a little tougher. Why? Basic research, which is what 
developing proprietary drugs will involve, is a route 
fraught with hazards. The process of drug development 
is long-drawn and expensive. The success rate is an 
abysmal two-to-three for every 100 molecules taken up 
for development. Clinical trials involve four different 
phases, spread over as many as eight years. Once the 
product is brought to the market, it must win the con- 
fidence of doctors before it can become a money-spinner. 

Even in something as simple as branded formula- 
tions, competition can be intense. Consider Insugen. In 
the Rs 220-crore domestic market for diabetes drugs, 
Biocon had to take on global majors Eli Lilly and 
Novo Nordisk. Because its cost of drug development 
was a fraction of theirs, it priced its 10-ml vial at Rs 126, 
forcing its rivals to slash prices by nearly half. Not 
surprisingly, competitors aren’t amused. Says 
Sanjeev M. Shishoo, Managing Director 
and vp (International Operations), 
Novo Nordisk: “Sheer commer- 
cial interest seems to be attrac- 
ting the newcomers, and not 
commitment or expertise in 
diabetes care.” 

Such criticism doesn’t 
faze Mazumdar-Shaw a bit. 
While India, with 32 mil- 
lion diabetics, will continue 
to be Insugen’s main mar- 
ket, the lady is actually plan- 
ning a foray into the $5-billion 
(Rs 22,000-crore) global market 
for such drugs. Even as it launched 
the injectible Insugen in India, it tied 
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Ajay Bhardwaj, President (Marketing): Taking the Biocon 
brand to global markets 


up with Nobex of America to jointly develop an oral 

version of the drug. *Do you think somebody like 

Nobex would have agreed to be a partner if we did not 
bring value to the table?" asks she. 

It's not just anti-diabetics that Biocon is looking at. 

Cancer (oncology) and kidney-related (nephro- 

logy) diseases are other segments. Here, 

Biocon already has two drugs under 

trials. In the area of oncology, in 

2002 it licensed a promising mole- 

cule, TheraciM (h-R3), from the 

Centre of Molecular Immu- 

nology in Cuba, and is testing it 

for efficacy in treating cancer 

10 of the neck and brain. This 

on and humanised monoclonal anti- 

Research body product (in plain English 

it means an antibody that only 

binds, say, to the cancerous cells 

12 in a patient) is a new class of drug 

Enzymes that can be administered along with 

sa Mi ml pci radiotherapy and chemotherapy to 

treat cancer. 


"We Have A Clear And Differentiated Strategy" 


IRAN MAZUMDAR-SHAW EXPLAINS 
foray into proprietary drugs. 

On the shift in strategy: The aim has 
always been to fund our long-term 
discovery research through a short- 
term generic strategy. We don't kid 
ourselves about the challenges bef- 
ore us, but we have a clear and dif- 
ferentiated strategy that'll help us 
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(become a global brand). 


On the risks of drug research: There is 
a lot of difference between big 
pharma and us. Even between other 
Indian pharma firms and Biocon. 
Unlike traditional pharma, which 
addresses problems at a molecular 
and metabolic level, biotech addres- 
ses them at a more fundamental, 


cellular level. Consider insulin. Oral 
anti-diabetics, which are chemically 
synthesised, help in either stimu- 
lating or inhibiting the pancreas. 
But there’s a limit to which you can 
force an organ. In contrast, Insugen 
mimics how the body does things. 
That is why chances of success are 
that much higher. That is why I beli- 
eve Biocon will be more successful. 


ENNGPIPS I; "93 IN II 


Biocon expects the drug to be on the market 
latest by January next year. If that happens, it will 
be a proud feather in the company's cap, since can- 
cer vaccines haven't yet been commercialised, 
and it is the first time that a cancer vaccine will be 
clinically evaluated as a therapeutic. That apart, 
Biocon says it has a pipeline of products in statins, 
anti-diabetes, immunosuppressants and onco- 
logy. Some of those should come into the market 
over the next 12 to 24 months. 

By her own admission, launching new drugs or 
even branded formulations won't be easy (see 
interview on page 64). But she's counting on a few 
things working to her advantage. One, obviously, 
is the low cost of research and trials in India. 
Although costs would vary from drug to drug, it's 
safe to say that costs in India are about 10 
per cent of those in developed markets. 
The other, Mazumdar-Shaw says, is 
Biocon's integrated business model. Here's 
how: While Biocon does the R&D, manu- 
facture and marketing of drugs, its subsi- 
diaries Syngene and Clingene offer cus- 
tomised research and clinical research, res- 
pectively. "India has a huge native (that is, 
those who have not been exposed to allo- 
pathic medicines) and stratified popula- 
tion, making it ideal for clinical trials," 
says she. "Investments made in Clingene 
will start paying off by 2006." 

Since, as Biocon's President (Operations 
& Technology), Arun Chandavarkar Says, 
long gestation in R&D projects is some- 
thing Biocon can ill afford, it is trying to 
strike a fine balance between breadwinning 
businesses and high-risk, high-return ven- 
tures. It is beefing up its statins (cholesterol- 
lowering drugs) business, which 
fetches 56 per cent of its revenues. 

The current global market for 28 
Statins is estimated at $22 billion 
(Rs 96,800 crore), and 
growing at 15 per cent 19 
each year. It already 
is a major player in 
sub-segments like 
Lovastatin (a $500- 
million, Rs 2,200- 
crore, global mar- 
ket) and Simvasta- 
tin ($7.2 billion, 
Rs 31,680 crore), 
and boasts of mar- 
kets in Europe and 
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Arun Chandavarkar, President (Operations & Tech.): 
Balancing breadwinning and high-risk ventures 


the 05, Says Ajay Bhardwaj, President (Marketing), 
Biocon: “Eventually, the goal is to sell our own 
proprietary drugs in key markets abroad.” 

But more drugs such as Pravastatin (global 
market $4 billion, or Rs 17,600 crore) and 
Atorvastatin ($9.98 billion, Rs 43,912 crore) are 
set to go off patent over the next two years 
(though Pravastatin is already off patent in mar- 
kets like the UK and Germany, it will go off 
patent in the Us and France in 2006 ), and Biocon 
is gearing up to tap that opportunity by investing 
a whopping Rs 650 crore in new manufacturing 
facilities and R&D. Says a Mumbai-based ana- 
lyst: “Its clever design of manufacturing facilities 
allows Biocon to produce Lovastatin, Pravastatin, 
and Compactin from the same submerged fer- 
mentation facility. These are some advantages 
that will be hard to replicate.” 

Mazumdar-Shaw is honest enough to admit 
that stock market expectations scare her, She 
particularly dislikes biotech’s comparison with 
infotech. According to her, there’s a sea of dif- 
ference between the two. While infotech revenues, 
she points out, are directly related to increases in 
headcount, biotech’s are more cyclical. “There 
might be sudden spurts when a particular drug 
comes off patent or a clinical trial is successful,” 
she notes. “At other times we might make invest- 
ments that pay off years later. In research and dis- 
covery, nothing is certain.” 

Ten years ago, when Biocon moved from 
enzymes to statins, its stakes were smaller. It was 
a small outfit and there was no Dalal Street bre- 
athing down its neck. This time around, Mazum- 
dar-Shaw has investor expectations to meet and 
her own global ambitions to fulfil. It’s a tightrope 
walk where missteps could cost dearly, 8 
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Martin Sorrell’s advertising behemoth already controls almost 
half of India’s Rs 11,500-crore advertising business. With 

. two more agencies in the bag, Sorrell is set to become Indian. 
advertising's undisputed king. sv SHAILESH DOBHAL 







0 SENSE OF WPP'S INDIA Bi ggest By Far. 


empire, all you have to do isto.. — 
climb to the top of any tall 
building in Lower Parel, 
: Mumbai. Located in the neigh- 
bourhood itself, in two textile mills turned. ` 
business centres, are four of the $7.7-billion 
(Rs 33 880-crore) global advertising giant's ` 
‘+ Indian agencies: JWT India, Ogilvy & Mat- 
ıı, her, Group M and кмс. Barely a. few kiló- ` 
- metres as the crow flies, there's wr's Bates - 
India. Look north-west, and you can see the 
boundaries of wep’s media empire spreading 
out—there’s Mohammed Khan-controlled 
Enterprise-Nexus in Agripada, and Ajit 
Balakrishnan-Arun Nanda-owned Redif- 
fusion DY&R that'll soon accede to Sorrell's 
kingdom. Plus, just at stone’s throw, there's - 
Grey India, which will also form part of the ing Grey; the merger is not complete international 
WPP empire, thanks | to its acquisition of WPP's si lice. " the pie would be close to 50 per cent $ 
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WPP's India Empire 


Some stellar agencies make up WPP's India portfolio. 
































Creative Agencies Stake (WPP/Group Companies) 
Ogilvy & Mather India 14% 
Rediffusion DY&R — | | 20% 
Bates India й Te e 100% 
Equus Red Cell E 30% 
Contract E a WPP/IWT 40%, HTA 60% 
Everest x^ Ё 100% owned by Rediffusion DY & R 
RMG David 100 % owned by O&M India 
Group M їй, аг Sil C 


60% % Mohammed Khan; 4 40% Lowe India 
100% Grey Global 


Enterprises- I 








Grey Global for $1.52 billion (Rs 6,688 crore). 

Not surprisingly, then, nothing irritates Sir Martin 
Sorrell more than the suggestion that WPP's predomi- 
nance of Indian advertising is not by design, but 
chance. *Can it be foresight and not providence? 
Could it be judgement rather than accident?" wryly asks 
the London-based CEO of the world’s second-largest 
communication group. “Our Indian strategy predates 
WPP with JwT and O&M. In fact, we're probably the only 
group with a strategy for high-growth markets like 
India,” he declares. 

His critics may point out that it was a series of 
global acquisitions (JWT in 1987, O&M in 1989, Young 
& Rubicam in 2000, and Grey Global in 2004) that 
gave Sorrell his enviable India footprint. But at this point, 
the question of chance or design really doesn't matter. 


"Sorrell says you have to exist the way you 
are. He's not an aggressive man, only an 
aggressive businessman" 


With close to 45 per cent share of the Rs 11,500- 
crore Indian advertising business, wep straddles the 
market like a colossus. That means it is well ahead of the 
group that leads it elsewhere in the world. The $8.6-bil- 
lion (Rs 37,840-crore), New York-based Omnicom, 
global umero uno, comes in at a poor #3 in India, even 
behind Interpublic Group, which follows wep in India 
too. Even better for Sorrell, his global competitors 
looked the other way as he built himself an Asian base. 
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Half-hearted Rivals 

India is not a big priority for WPP’s global rivals. 
INTERPUBLIC ROUP 

LOS E EN 49% 80% 
McCann Erickson . 1007, . 100% 
FOB 51% 100% 





Миа Publics T9 16% + 
OMNICOM 
Mudra Comm, 10% 


R.K. Swamy BBDO 509%, Di m Um 
ТИМА hem 51% Dentu Marcom 14% 





AEGIS GROUP 

Caratindia _ 76% 
Percept D'Mark 25.10% 
Percept India 51.00% 


* Held by Group Euro RSCG 





Source: Industry Estimates 


That, according to Sorrell, could be a big mistake. 
“There is a shift of wealth back to the East, And I don’t 
think the West quite understands what is happening,” 
says Sorrell, a high-growth market fan. Such is his 
obsession with the BRIC (Brazil, Russia, India and 
China) economies that he says he will be disappointed 
if the fast growing markets did not fetch a third of wep’s 
revenues in another five to 10 years. Currently, Asia and 
other emerging markets account for 15 per cent of the 
revenues. (For the record, Sorrell hates the term 
‘emerging’ and would rather call them high-growth 
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marts). In terms of the topline, India is already one of 
WPP's top 10 markets globally. 

What explains the other industry biggies” lack of 
interest in this part of the world? The СЕО of a big wpr- 
competing group agency takes a stab at the question: 
"Omnicom has been too low profile in India, and its 
gameplan for Asia is just unfolding. IPG is still too 
busy struggling for a recovery globally to even bother 
about India. And Publicis has just about woken up to 
India," he points out. Testimony to that came from 
none other than Maurice Levy himself. Levy, Publicis 





Groupe's Chairman & CEO, told this writer as much last 
month during his visit to India. “Yes, India is a huge wep 
country, and we're small outsiders here. I am lox king 
at a strong acquisition to change Publicis’ profile in 
India,” Levy had said. If the industry grapevine is to be 
believed, it could well be Madison Communications, 
one of the few remaining big independent agencies. “It 
is all conjecture on part of the media to pair us together 
merely on Levy’s visit to India,” trashes Madison’s 
owner-Chairman Sam Balsara. 

But there is no missing the fact wrr’s global rivals are 
getting their India act together. Coming February, 
Interpublic’s CEO, David Bell, is slated to wing in to 
India. It is likely he'll do more than just make courtesy 
calls. Aegis Group, an also-ran here, recently picked up 
a majority 51 per cent stake in Percept India. And 
Dentsu Inc., after a decade-long, but lacklustre part- 
nership with Rediffusion Dentsu Young & Rubicam, 
finally ventured into its own early last year with a 
new partner: ad man Sandeep Goyal. 

Why, even Omnicom, for all its chronic apathy 
towards Asia, managed to launch Rapp Collins (ров 
direct marketing company) and Tribal ppp (interactive 
agency) in India, along with its mostly-reluctant 
partner, Mudra Communications. The contentious 
issue of upping its 10 per cent stake in Mudra 
apart, DDB has recently formulated a joint strategy 
with Mudra for all new ventures, which includes set- 
ting up DDB’s second agency (actually the first under 
its own brand name, since Mudra Communications 
does not use the DDB name) in India, most probably 
through an acquisition here. 


Size Begets Size 

Sorrell believes that globally, the advertising business is 
ridden with overcapacity. And given the low rates of 
inflation and consolidation among clients, the industry 
has no choice but to follow suit. Small wonder, then, his 
intensity on India remains undiminished. After everyone 
had said that wer couldn't get any more than what it 
already had in India, he went after a medium-sized 
agency in Enterprise-Nexus, and virtually snatched it 
from the jaws of Omnicom's Mudra Communications. 
The latter had been courting both Enterprise's 
Mohammed Khan and 1pc’s Lowe India (which has a 40 
per cent stake in Enterprise) for over six months. 
"Ultimately, it was wrr’s integrated play that clinched the 


"Bates India has been in the never-never 
land for some time. We're looking at 
getting it to critical mass" 
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Colvyn Hartis/ CEO/ JWT India FS 





“In global group-wide pitches, WPP brings 
the network, as well as the best-of-class 
proposition for the client” 


deal for them,” says a source close to Mudra. 

A small agency such as Enterprise-Nexus, with 
revenues under Rs 25 crore, has few options in this mar- 
ket. “Big clients don’t have the comfort factor with a 
small-and-medium agency like ours,” admits Khan, 
Chairman, Enterprise-Nexus. “And yes, we have looked 
at more than one option (for Enterprise-Nexus) within 
the wep umbrella,” he reveals. What he is referring to 
is what the industry and media have been saying for 
some time now. That Sorrell is looking at combining 
Enterprise-Nexus with Bates India, the fledgling agency 
that came with wPP's acquisition of Cordiant Com- 
munications globally in 2003. The rationale: give the 
combined entity critical mass. “Bates India has been in 
the never-never land for some time. We're looking 
at getting it to critical mass,” says Ranjan Kapur, 
Country Manger India, WPP, a liaison operation here. 

But has global consolidation run its course with WPP's 
acquisition of Grey Global, one of the last standing 
global independents? *Honest answer is that it is in res- 
ponse to what is going on everywhere, with clients, 
media owners and retailers. It is very difficult to be in the 
middle of the road with traffic on both sides. There is 
(still) scope for consolidating internationally and coun- 
try by country," says Sorrell. Troubled French ad-group 
Havas, which was hoping to gain scale by pitching 
for Grey, now itself seems susceptible to takeover. 
No surprises as to who's being seen as the frontrunner: 
it is Sorrell again. If wer does an encore of Grey with 
Havas, it will not just catapult wer above Omnicom, but 
strengthen his India play with another set of agen- 
cies, including Euro RSCG and media-company MPG. 
“wpp is now more like Unilever or Procter & Gamble, 
a house of brands that services different market needs," 
says Nirvik Singh, Chairman, South Asia, Grey Global. 

*It is difficult in this market to stand up from 
scratch," says Diwan Arun Nanda, Chairman & 
Managing Director, Rediffusion DY&R. He speaks 
from experience. After 28 long years in the busi- 
ness, Nanda has finally decided to sell-out to WPP's 


“Diwan Arun Nanda /СМ0/ Rediffusion DYER 
“It is difficult in this market to stand up 
from scratch. And in ad business you have 
to always remain best of class” 
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Y&R. Though he claims that no agreement has been 
signed as yet, Rediffusion’s board has agreed to allow 
Y&R to hike its stake to 26.77 per cent, from 20 per 
cent, thereby reducing Dentsu’s equity to just 13.33 
per cent. From WPP's point of view, Y&R is finally get- 
ting its rightful place under the Asian sun, and in a 
market where Rediffusion is already Y&R's second 
biggest agency in terms of revenue. 

All the Sorrell-watching is giving heads of com- 
peting ad groups their current impetus in India. 
Everybody is now looking at leveraging their Asian pre- 
sence, with India as a key component of it. The under- 
lying message is clear: Consolidate what you already 
have and mop-up what you can, fast, or risk Sorrell eat- 
ing your lunch. “There are very few quality operations 
to buy in this country,” Publicis’ Levy had complained 
on his India trip. Even so, the group is busy courting as 








many as four medium-sized agencies in the country, 
according to sources. Don’t be surprised if Publicis 
tries to match up to WPP's media buying arm Group M, 
which buys ads worth Rs 3,000 crore every year. 
Some early signs of it are apparent: ZenithOptimedia 
and Starcom MediaVest, two small Publicis media 
companies, are tapping operational synergies, and if the 
group also manages to snag Balsara's Madison, it may 
stack up nicely against Group M. 

Omnicom, on its part, has already initiated the 
process of bringing its media-consolidator, Optimum 
Media Direction (Омр), into the country. The only 
hitch is that partner Mudra Communications has been 
refusing to go with the proposed equity structure of 
OMD. But that issue will likely be pushed this year. 
That apart, its Diversified Agency Services (DAS) ope- 
rations, which encompass healthcare, promotions, and 
include Interbrand (global leader in brand consulting), 
will make a concerted play for India in 2005. Similarly, 
for all its problems with financial restatements and 
its globally fledgling Lowe brand, irc's Bell will not like 
to miss out on the opportunity when he is here next 
month to impress upon his agencies (Lowe, McCann- 
Erickson and FCB) the need to join hands for the launch 
of its media negotiating arm, Magna Global. 


Kiss-N-Punch 

More than one advertising executive will tell you that 
in this gobbling up of the world, wP comes across as 
soulless, with the only identity being that of a financial 
consolidator of the ad business. Sorrell’s own men 
are quick to his defence. “wep as a sneering giant is a 
myth. Sorrell is akin to Akbar under whom the sul- 
tanates prosper, fight and often there is even sub- 
terfuge,” says Suhel Seth, со-СЕО, Equus Red Cell. 
Adds wep India’s Kapur, “Well, my role (in effect, 
Sorrell’s) is ambassadorial, not financial. We have this 
kiss-n-punch philosophy of letting companies compete 


“We see WPP as an enabler of service 
brands like ours. Sorrell has circulated the 
BRIC report amongst us all” 


viciously in the market, and yet look at gre up synergies 
that can benefit everyone.” 

Centralised procurement, for instance, of all wep 
agencies is already a business worth a few hundred 
crores in India. And media buying and planning is 
consolidated with Group M, which now controls over 
a third of the Rs 10,000-crore media buying market in 
the country. “Well, we see WPP as an enabler of service 
brands like ours,” says Ashutosh Srivastava, CEO, South 
Asia, Group M. Adds Mike Khanna, Chairman, pw 
India: “Increasingly, global clients are looking at agency 
parent companies as a portal to access sophisticated sets 
of resources within the group." That pr« bably explains 
Sorrel's attempt to rework wep’s identity from that 
of a mere financial consolidator to a parent. “In global 
group-wide pitches (HSBC and Samsung last year), wr» 
brings the network, as well as the best-of-class propo- 
sition for the client, which is different from just one 
agency pitch,” says Colvyn Harris, CEO, [wr India. 

For all the intensity that Sorrell brings to the running 
of his group, he pretty much allows and encourages the 
tribes to have their individual philosophies. “He says you 
have to exist the way you are. In fact, he doesn't want 
it any other way. He’s not an aggressive man, only an 
aggressive businessman,” says Piyush Pandey, Chairman 
& National Creative Director, Ogilvy & Mather India. 

Even as everyone speaks of focussing on India, it is 
a fact that not one global advertising group, including 
WPP, has invested any significant amount of money in 
this market. Almost without exception, senior managers 
across WPP, Omnicom, IPG and Publicis agencies in 
India will tell you that their respective groups have taken 
more money out of India than they have invested back 
in the businesses here. That's true of good times and bad 
times. "Staff compensation, chief cost in a service busi- 
ness like ours, as a percentage of revenues is a fraction 
of what it is in China, across all groups. Does it give you 
a picture of being India focussed?" asks one imp. 

No doubt, wer has invested over the last two years 
in upping its stake in O&M, JWT and now Rediffusion 
DY&R. But then a higher stake in hugely profitable 
companies like these also directly translate into huge 
dividends to the parent companies. “It (РР in India) has 
been a boring, strategic, historic story and not a sen- 
sational Johnny-come-lately one," says Sorrell. With 
competition cottoning on to Sorrell's act, it may not be 
that boring a story апу more. E 
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Th e N ew Rural consumers shun ` 
brands and prefer 
right? Wrong. A recent 


cheaper products 
ACNielsen survey 
reveals that rural 
consumers are 
increasingly beginning 
to think and spend 


like their urban cousins. 
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Who Are The Rural 
Buyers? 
The chunk forms lower SEC, but 9 million 
homes belong to the more affluent class. 
Sec R4B Sec RI 
21.5 2.0 
Sec R2 
5.4 
Sec R3A 
14.5 
Sec R3B 
Sec R4A 
37.4 эг 


Figures are percentage of households ; " A r^ 
Source: ORG-MARG Rural Consumer Panel, 2001 T ATI TT. Voi, 4 


More than a third live in nuclear families. 


4112111 
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Figures are percentage of rural buyers 
Source: ORG-MARG Rural Consumer Panel, 2001 





T'S BOTH THE MARKETER'S 
fondest dream and worst night- 
mare. The rural FMcG mar- 

ket with its promise of milli- 

ons of consumers, not yet tou- 

ched by the cornucopia of brands 
and products. Yet, when the marke- 
ter actually tries to tap this bottom 
of the pyramid, he is frustrated by 
the crushing poverty that's the fate 
of consumers in rural India. Well, at 
least that's the story we've been 
hearing from FMCG companies big 
and small; a story that tries to justify 
why marketers treat the Rs 15,438- 
crore rural FMCG markets like one 
big black box—an unsegmented 
mass of poor people, wooing whom 
simply means throwing at them a 
fistful of low-unit-price packs (LUPs). 
Guess what? That’s fast chan- 
ging. A recent ACNielsen rural report 
reveals that it may be the marketer’s 
perception, and not the buyer’s 
pocket, that’s holding the rural 
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Smashing Rural Myths 
...That 3 shops аге smaller — ..That they stock fewer categories 
20 





15 14 15 12 14 11 
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Figures are in per cent Source: ACNielsen Shop Census 1999/2000 


That small packs dominate sales and are growing 
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... That unbranded products dominate ... That increased distribution doesn't pay 
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Figures indicate value share of national brands in respective 3 1 30 
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Source: ORG-MARG Rural Consumer Panel, 2001 2 60 
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bt marketing 


What The Rural 
Consumers Buy 


There's little difference in terms of most 
popular consumables. 


Urban Ranking 


» Packaged Tea 


» Biscuits 
# Detergent Cakes 





e Detergent Cakes 


Basket of consumables by highest per capita sale; Values 
from ACNielsen Retail Audit, which tracks 90 FMCGs (MAT 
July 2004) 


Big Items Of Consumption* 
Rural Ranking 
e Toilet Soa 
e W. Powder 
e Packaged Tea 
e Biscuits 
e Detergent Cakes 


Figures are household consumption per month *By volume 
Source: ORG-MARG Rural Consumer Panel, 2001 
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Largest Rural Brands + 

Brand Category Growth% 
8.2 
6.4 
5.6 
21.5 
-13.1 

Figures are yoy growth for MAT July 'O4 + By value 


Source: ACNielsen Retail Store Audit, MAT July 2004 
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Rural-urban markets: Virtually identical in FMCG consumption 





FMCG markets back. Yes, it’s true 
that of the 122 million households 
in rural India, a majority are low- 
income ones, dependent on subsis- 
tence farming, And yet, there are 
nearly nine million rural house- 
holds that fall under socio-eco- 
nomic-class (SEC) R1 and R2. These 
units boast of a pucca house, and 
the chief wage earner is a post- 
graduate. Taken as a group of nine 
million consumers, it is bigger than 
the total households in many rich 
states such as Punjab and Kerala. 
(Also see Infosys’ Chief Mentor 
N.R. Narayana Murthy’s review of 
C.K. Prahalad’s new book on bot- 
tom of the pyramid marketing in the 
Bookend section of this magazine.) 

But surely, “the rural-urban div- 
ide exists in FMCG consumption?”, 
goes the common marketing refrain. 
Well, how about this for starters: 
Some of the biggest urban brands 
such as Parle G, Lifebuoy Active 
and Lux are also big draws in rural 
India. The basket of high-volume 
consumables—toilet soap, washing 
powder, packaged tea, biscuits and 
detergent cakes—is virtually identi- 
cal in urban and rural India. That in 
a way proves that some brands have 
gone beyond the urban-rural bar- 
rier, that assimilation of rural and ur- 
ban consumers is already at work for 


Literacy is growing... 





Increase 


= 1991 


Figures are literacy rate in per cent m?001 


Source: Census of India, GOI: 1991 & 2001 
2001 numbers are Provisional 


„S0 is TV's reach 


KALYAN CHAKRAVORTY 






Figures are in per cent for the year 2003 
© TV ownership 
W Cable & satellite connection (among TV homes) 


Choice of newspapers is common between 
urban and rural. 

. Urban - 
e Dainik Bhaskar 
e Dainik Jagran 
e Daily Thanthi 
e Amar Ujala 

e Eenadu 


— — Rural 
= Dainik Jagran 
ғ Dainik Bhaskar 
= Eenadu 











= Amar Ujala 
Source: National Readership Survey, 2003 


Readership quotient: It's more ог 
less the same medium that taps him 





The rural consumer: Is she buying it? 


a wide variety of product categories. 
For all the hype around small 
packs (think sachets) and the conco- 
mitant benefits of opening up pro- 
duct categories such as shampoos, 
skin creams and hair oil to non- 
users, are marketers really aware 
that LUP growth is on the decline in 
rural (and urban) areas? Not really. 
"Even though you don't have such a 
low-priced Lup in any other FMCG 
category, as an example, rural sales of 
50-раіѕе shampoo sachets are almost 
five times those of urban markets," 
says C.K. Ranganathan, Chairman 
and Managing Director, CavinKare. 
But the fact is that a 7-ml shampoo 
sachet, highest contributor in both 
urban and rural areas, is faced with a 
double-digit decline in growth. 
With an average monthly per 
capita rural spend on FMCG already at 
Rs 208, compared to Rs 1,193 for 
urban areas, and consumption habits 
closely mirroring those of urban 
India, huge potential exists not just in 
pack upgrades but even in selling 
hitherto urban-only product cate- 
gories like after-shaves and feminine 
hygiene. “Once we're through with 
penetrating small towns this year 
and next, we'll go rural, which is a 
huge market," says Vijay Singh, MD 
of the newly set-up LG Care in India. 
The bottom line: It's time marketers 
gave rural India a good second look. 


Greater reach is pushing sales in rural India... 













IODISED SALT BLUES SOAP CAKES/BARS BATTERIES 
63 
„апд higher WASHING POWDER BISCUIT TEA 
consumption, 


in urban India, 





TOOTHPASTE TOILET SOAP 


Figures are marketshare in per cent 
W Rural = Urban Retail penetration (9%) (rural) 


Source: ACNielsen Retail Store Audit, MAT July 04 (volume) 


Demand for many products is growing 
faster in rural India. 


„AND THOSE GROWING 
FASTER THAN 10% 


16.3 


17.3 


142 141 


37.8 
| 11.0 


Source: ACNielsen Retail Store Audit, MAT July’04 (Volume) 


PRODUCT CATEGORIES 
GROWING FASTER THAN 
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Figures are rural market growth in per cent 
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INDIA'S 


"CASH-RICH 
‚ COM PANIES 


№, they аге. $ 
not necessarily ўа 3 
the most 93) 
profitable, з" 
the biggest, ON 

or even listed. 
Welcome to 
the first-ever 
listing of 
India Inc.'s 
Richest 
Companies. 












bt special 


THE ART OF MANAGING 


Cash(Over) 


` Flows 


Sitting on a stash of cash may sound alluring, but the 
CFOs of India's richest companies have to ensure that 
their cash-piles are safe, even as they yield decent returns. 
BY NARENDRA NATHAN 


URPLUS CASH ISN'T SOMETHING MOST OF US GET AN OPPORTUNITY 
to agonise over—and when we do, it's easily taken care of via 
a visit to the neighbourhood mall—but for the Chief Financial 
Officers (CFOS) of India’s most loaded companies, it’s a full-time 
function that keeps them busy on most working days, and sleep- 
less on more than a few lonely nights. After all, the stack the CFO 
is sitting on isn’t his or his promoters’; rather, it’s the contribution of the 
company’s thousands of shareholders, who expect the management to 
either invest the booty in growth-oriented businesses or, if such oppor- 
tunities do not present themselves, return it to them via dividends. 

Ask any CFO how he manages this stash of spare cash, and he will start 
explaining the SLR rule. No, this SLR has nothing to do with the statutory 
liquidity ratio imposed on banks by the Reserve Bank of India, Rather, for 
finance honchos, SLR stands for the three most vital aspects of investment: 
safety, liquidity and return, in that order. Managements, for their part, 
make sure their CFOs follow these principles strictly and the boards of 
directors of many frontline companies put out guidelines to ensure 
compliance with these SLR requirements. For instance, companies like 
Hindustan Lever and Wipro have decreed that they will invest only in 
debt. Others have got more specific: ITC isn't allowed to invest in inter- 
corporate loans and deposits. Also, to ensure checks and balances, the 
investment decisions and the related back-office work are segregated; at 
Lever, such investments are reconciled daily with the help of a “Finance 
Kit”, a package obtained from Anglo-Dutch parent, Unilever. 

Ploughing the moolah into growth may be the CFO's mantra, but on 
most occasions, he’s дога timeframe within which he has to deploy those 
funds. For example, once the emission norms for the automobile 
industry became clear by end-2003, auto-ancillary major MICO annou- 
nced it would invest Rs 700 crore (of its Rs 950 crore cash surplus as 
of date) in the next two years to increase capacity and also to put up new 
production facilities. “The asset allocation now is done based on the 
expected cash outflow requirements,” explains V.K. Vishwanathan, Joint 
Managing Director, MICO. Cash that’s contingent in nature (for instance, 
if litigation is pending) can also affect asset allocations. A significant 
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VIVAN MEHRA 


Ravi Sud/CFO, Hero Honda Motors 
“We are out of most companies in 
which we invested via the IPO route" 


VANDANA KANDPAL 


5 
Ж. рет о 

Kevin D'Sa/VP (Finance), Bajaj Auto 

“We do not speculate and are 

long-term investors” 


A. PRABHAKAR RAO 


V. S. Vasudevan/CFO, Dr. Reddy's Labs 
“We are taking high risk on R&D; and, 
therefore, none with treasury operations’ 
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BULGING 
WAR-CHESTS 


ASH MAY BE KING, BUT IT DOESN'T 
help much if you don't know 

how to use it. For companies too, 

the cash pile becomes a war-chest 
only if managements have concrete | 
growth-oriented investments to i 
make, be it the setting up of new 
capacities, expansion of existing 
ones or the acquisition of competing 
facilities. Each strategy has its 
merit, depending on the dynamics 
of the industry you operate in. in it 
services and pharma, for instance, 
acquisitions are the flavour of the 
season. “The cash on our balance 
sheet is primarily meant for acquist 
tions," says K.R, Lakshminarayana, 
Corporate Treasurer, Wipro. “Our 
acquisition strategy is based on 
"string of pearls" approach wherein 
we use inorganic initiatives to fil 
gaps in capabilities or enhance geo 
graphic address and/or domain 
skills." Strip the jargon and it mean 
that Wipro is looking for companies 
with a solid customer base or skills 
it doesn't have within. Satyam too i 
on the hunt for such companies.in 
the us and Europe, specifically in 
the area of banking and financial 
services, and telecom. 

However, acquisitions shouldn't |. - 
be based on the size of the treasure- | 
chest. Rather, it's best to start | 
smail, and then go in for big-bank 
takeovers after learning the ropes. 
For example, Dr. Reddy's 
Laboratories is looking at small 
companies and brands in niche 
areas, according to V.S. Vasudevan 
Chief Financial Officer, "This is 
because acquisitions bring up 
several integration issues (opera- 
tional, cultural, etc.)," explains 
Srinivas of Satyam Computer. : 

Much of the success of an acqui- | 
sition, though, depends on the price 
at which it’s made. “The seller will 
always want more, but the buyer has : 
to be confident of generating returns  : 
on the price he pays,” notes S.P. 
Mustafa, Vice President (Treasury, 
M&A and Investor Relations) at 
Hindustan Lever, 












































































Coe um at 







































reg + pe сырт» PT oT атты 


bt special 


А 


PROFITS ARE SEXY BUT 


Cash is King 


An expansive bottomline can often be a red herring. When investing in 
a stock, make sure you also look at cash flows. By SHILPA NAYAK 


UICK, WHEN INVESTING IN A STOCK, YOUR DECISION 
to buy will be most influenced by: 

A: The profits shown by the company. 

B: The company’s cash flows. 

It would be tempting to go with answer A, but 
it’s actually B that should matter more to you as an 
investor. That’s because profit and cash flow are actually 
two different concepts. Profit looks at income and 
expenses at a certain point in time. A business may show 
a handsome profit, but for that money to come in 
may take a while. So despite earning a profit, a firm 
could actually have no cash to pay the bills in that 
period. Reason: the cash isn’t flowing in. 

Also, high profitability does not 
necessarily translate into a strong 
balance-sheet as those chunky pro- 
fits could be blocked in debtors, 
and inventory, or in capital expen- 
diture. Result? There is little money 
to go around for shareholders. This 
is where cash on books comes into 
play. The “Show-me-the-money- 
honey” investment philosophy 
works as a better indicator than 
plain profits. Cash on books is the 
cash accumulated by the company 
being in business over years. 

Companies that generate more 
cash from their businesses than is 
required to run them use it either 
for expansion or diversifications, 
or to pay it back to the shareholders 
in form of huge dividends, or via 
share buybacks. Share buybacks are : 
normally done at a time when a 
company’s stock is undervalued, 
which means you won't see too 
many buybacks in these bullish times 
(the Reliance episode is, of course, 
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an isolated case in which the directors announced a buy- 
back to prop up the share price, which has been ham- 
mered because of the conflict for ownership being 
fought in the open between the Chairman and the 
Vice Chairman of Reliance Industries). A buyback 
raises the fair value of the outstanding stock as shares 
bought back are cancelled. 

The return to shareholders in form of huge cash 
dividends makes sense when shares are fairly valued or 
overvalued on the bourses. A company with a high divi- 
dend payout normally owns an established cash-gene- 
rating business and it does not have any major expan- 
sion plan. The MNC pharma pack, and other transna- 
tional companies like Castrol, Colgate and Procter & 
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HOW WE DID IT 


з i A RICH MAN IS NOTHING BUT A POOR MAN WITH MONEY, BUT A CASH-RICH COMPANY IS A BIT MORE THAN THAT, WHICH IS REF LECTED IN 

і the methodology used for drawing up the ВТ list of cash-rich companies. The first task was pretty straightforward: add 
я : the cash on the books to the balance in the bank. Of course, few CFOs will be content keeping their money idle (in cash or 
in the bank). So we have also considered investments made, but not in group companies. However, this cash has to be 
seen in relative terms as well. For example, a company with huge cash in hand may also have huge borrowings and, there 
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Gamble, are good examples of such businesses. Most of 
the foreign MNC pharma majors like Aventis, Glaxo- 
SmithKline, Novartis and Wyeth don't have significant capi- 
tal expenditure plans lined up, even though they've been net 
cash generators over the years. The Novartis management 
wanted to buy back shares, but the rising stock price has been 
the hindrance. *In future, Novartis is a likely buyback can- 
didate," says Rajeev Thakkar, Head of Research, Parag 
Parikh Financial and Advisory Services. GlaxoSmithKline, 
which closed a land deal for Rs 107 crore in April this year, 
is also likely to give a good pay-out. *Some companies like 
GlaxoSmithKline and Wyeth that have realised money on 
account of land sale are likely to payout generously," believes 
Jamshed Desai, Head of Research, it &Fs Investsmart Ltd. 

Another set of companies likely to reward shareholders 
handsomely is the psus (specially the cash-rich ones), as the 
government, the largest shareholder in these undertakings, 
would naturally love huge dividends. The oil majors like 
ONGC, IOC, HPCL, BPCL and Kochi Refineries are famous for 
their high dividend payouts. “There is a possibility of a 
one-time special dividend, especially from the cash-rich 
PSUS," says Desai. One PSU to watch out for is Bharat 
Electronics. It manufactures equipment for defence and 
telecommunications markets, and is sitting pretty on total 
reserves of Rs 1,168.61 crore on an equity base of just Rs 80 
crore. At a market capitalisation of Rs 4,899.20 crore and a 
debt of only Rs 32.5 crore, it’s an attractive proposition. 
Clearly, profits are sexy but cash is king. 


E fore, can't be called cash-rich in the truest sense. This is because the first option for it will be to repay its debt, and once it 
К 5 : does that, it won't have too much cash on hand to party with. So, we have deducted the total borrowing to get the "real 


money in hand". Therefore, companies where total borrowings are more than cash in hand are not featured here. That 


l explains the absence of giants like Reliance Industries or Indian Oil on the listing. To make this exercise more meaningful, 
‚ 1 banks were not considered because holding cash and investments is a part of their routine business. 


The calculations have been done based on the latest financial year data available (raw data has been obtained from 
CMIE). Both listed and unlisted companies (but only the ones that reveal their financials on a regular basis) were consid- 


ered for this survey. For most, the year-end was March 2004, but for a few like HLL it was December 2003. Some un 
{ listed PSU companies (like BSNL) got eliminated as their latest financial data were not available. 
i As these figures are extracted on a particular date (as on the last day of the financial year), it is possible that some 


aberrations can creep in. For example, a company may have huge cash on the balance sheet date, just because it raised 
funds (in the form of equity or debt) close to the calendar year. This chance is eliminated by taking the average of the last 
two years. To make the exercise more foolproof, we have also made sure that the companies should have net cash in both 


E | the years (the current year and the previous year). One of the many significant findings of the survey is the inclusion of sev 


eral unlisted companies like Mazagon Dock and Bennett Coleman & Co. into it. Several de-listed companies like Cadbury 
India, Kodak India and Otis Elevator Company (India) also figure amongst the cash-super rich 
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INDIAs 


Cash-Rich Companies | 


COMPANY NAME | MARKET TOTAL 
ASSETS 


11803169 8033335 33,086.16 8,664 388072 
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IndianOil 


Correct quality? 
Correct quantity? 
Personalised services? 

Here's where you 
should be heading... 





o you, atways. 
This sign symbolises the finest assurance of Quality, Quantity and Service ever available at a petrol pump. Made possible 
by a series of stringent tests and Special services like ATM, Convenience Stores, Auto Car Wash and Trained Pump Attendants. 


And it comes to you only from IndianOil - the most trusted oil company in India.* 
Now with 300 XTRACARE Petrol Pumps across the country. 


* Independent Third Party verification by Bureau Veritas on Quality and Quantity and Customer Service Standards. 
У Fortnightly Sampling followed by full specification laboratory tests of all products. v Tamper-Proof Locks on Tank Trucks 
prevent adulteration and pilferage. v Branded Fuels-XTRAPREMIUM, XTRAMILE. ~ Value added services. 
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The most valuable public sector enter- 
prise is also corporate India’s richest. Its 
two-year average net cash is more than 
three-fourths of its PAT last year. 


OIL & NATURAL GAS CORPORATION 


MARKET TOTAL SALES PAT 


САР ** ASSETS 
26 GAIL (India) 467.47 26.96 90797 2112861 17,101.61 1242238 186934 253342 76320 
21:0 387.34 375.19 39949 91857 1,649.07 47993 79.12 153.24 12.06 
ABB = 348.87 401.69 296.05 4,076.27 1,429.55 146836 124.19 {14262 3194 
29 Hindustan Zinc 336.61 41621 257.01 649643 2,627.20 2356.61 40459 | 537.64 66.74 


30  Glaxosmithkline Pharmaceuticals ® — 335.51 41805 25297 664088 164672 123873 17223 | 19016 84.02 


31 Bharat Earth Movers 324.11 47492 17330 123278 182911 177501 2442 843] 831 
32 Cummins India 310.82 28488 336.76 251163 97603 104166 10927 13916 "T 
33 Kothari Products 271.02 289.03 253.01 18722 383.62 16866 5103 115259 8.98 
34 Cl India 265,63 320.58 2068 96087 954.45 887.76 109.09 13634 Я 57.64 
35 Тһегтах 243.06 260.61 225.51 1,306.91 789,389 61309 54.09 : 6970 à 33.95 
36 Siemens ® 24.17 2627] 20555 4,316.61 122058 1,526.18 13938 16433 28.4 
37 Electronics Corporation Of India 220.92 21272 22911 NL 1,016.87 944.14 97.68 10789 7.33 

Colgate-Palmolive (India) 210.99 23105 19093 2,399.59 551.55 1,042.08 10800 $ 12621 92.05 
39 Patni Computer Systems ™ 209.75 240.90 17860 4,836.13 1,022.93 53701 166.06 205.27 14.08 
40 Dredging Corporation Of India 197.56 28208 113.04 1,344.14 1,138.86 52126 169.39 22046 37.90 
41 PTC India 180.98 26149 10046 873 39001 2,323.32 32.39 3571. Si 13.54 
42  Tamilnadu Medical Services Corp. 180.55 201.14 15995 NL 229.73 12% 0.98 593 0.00 
43 Procter & Gamble Hygiene & Health Care * 177.22 228.16 126.28 1,869.58 48131 63333 92.17 зз 734 
44 Castrol India ® 170.59 108.36 232.82 269474 644.62 1,399.01 137.38 15169 | 115.08 
45 Britannia Industries 168.70 198.96 — 13843 223457 71371 147766 118.80 15092 | 30.72 
46 


Abbott India ^ 159.11 168.29 14992 110697 27222 44643 69.08 73.47 62.68 
41  Glaxosmithkline Consumer Healthcare = 151.79 203.79 399.79 1483.72 707.60 940.64 16.35 127.10 35.4 





48 Gujarat Fluorochemicals 150.59 1533] 14780 32187 462.97 157.15 52.89 56.33 3.92 
49 Monsanto India 135.56 167.32 103.79 1,682.82 44200 34916 69.30 71.13 19.48 
50 Hughes Software Systems 135.54 15436 11672 1,838.13 463.16 358.65 71.36 104.43 9.58 
All values in Rs crore All values for 12 months FY ended March 2004 unless otherwise mentioned + Average net cash of FY 2003-04 and FY 2002-03 
V Net cash is calculated by adding the cash, bank balance, investments (other than in group companies) and deducting the total borrowings 

** As on January 4, 2005 N.L. Not listed 

@ 12 months FY ends December € 12 months FY ends September 

* 12 months FY ends June Û 12 months FY ends October 
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Cut costs. Raise profits. Fight competition. Attract new talent and retain existing employees. CNBC-TV18 

presents Trial by Fire Series Il, the only game show that prepares you for the real corporate world. With 

thought-provoking case studies that put you in actual business scenarios and segments confronting you 
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COMPANY NAME TONES NET CASH' Ө MARKET TOTAL | SALES CASH DIVIDENDS 
t CAP ASSETS PROFITS 





Raymond 13379 18150 8608 194854 1,856.12 1,112.03 13229 omm 38.09 








E а 
(80 Godfrey Phillips India 13065 12539 13591 57313 45244 118154 5218 22.34 
p E EE 
53 Sun Pharmaceutical Industries 13063 18494 7632 98416 133111 93620 28623 | 0926 — 6910 
: 54 Syngenta India ™ 12951 19125 6777 131796 48459 45958 — 5530 64 7.19 
(0088 HCL Infosystems * 12879 19236 6522 271636 91150 157% 12090 | 18109 7724 
E 56 — Cadbury India s 12811 14988 10633 NL 50553 84285 — 4565 ЖИ — 806 
© 53 Indo Gulf Fertilisers 1504 — 18776 4231 55281 — 70899 — 57852 9027 | 106 — 1425 
м Rites 11464 13099 9828 NL 55262 26695 470 | SBM 1317 
E 59 — Mahindra-British Telecom 10707 7426 13988 NL 515 лю 9794 008 | 12% 
60 Alstom Projects India 10576 — 11925 9226 10305 77877 их — 7720 898 | 4536 
E 61 Aventis Pharma ™ 105.17 10460 9574 23579 487.25 — 72374 9857 | 1060 455 
[82  Himatsingka Seide 10258 — 11580 8935 — 75723 33321 13567 5050 2 | 2197 
b - - — خب‎ 
63 Reckitt Benckiser (India) ж 10013 12826 7199 NL 38155 67925 5891 4 1857 
L 84 Kodakindia 10001 11506 8495 NL ә 41867 116529 4208 | 2 | 946 
| "65 Trent 9875 9850 9899 7588 2581] 14973 1720 8.14 
(0 88 VST Industries 9730 10288 9171 38852 25809 63241 2851 10.46 
BT Punjab Communications 9519 10873 8165 62.59 19817 4106 17 0.00 
“68 Afek Infosys * 9498 9715 9281 607.75 25853 9629 л j 5.64 
60 Novartis India 91.08 10900 7316 214521 37050 51559 11375 (10889 — 3606 
С 30 Otis Elevator Co. (India) 825 зл 1208 NL — 33466 — 56841 зз Il 1415 
TI Johnson & Johnson ® 8601 19814 3388 NL 537.27 10088 7404 | 900 640 
- | Besa 
72 Alfa Laval (India) = 8568 2% 9859 13299 29681 37647 ел 00 эл 
0 T8  dindalPhoto 8528 — 11313 5742 — 26116 S28] 47336 1805 A2 43 
^ МТ 8455 5672 11238 34379 58945 — 4235 1769 | 8988 1090 
75 Шу 8388 — 12184 459 — NL 38597 56146 147.77 106809 12и 








All values in Rs crore All values for 12 months FY ended March 2004 unless otherwise mentioned + Average net cash of FY 2003-04 and FY 2002-03 
ы ЗУ Net cash is calculated by adding the cash, bank balance, investments (other than in group companies) and deducting the total borrowings 
E ** As on January 4, 2005 N.L. Not listed 

m 12 months FY ends December @ 12 months FY ends September 

* 12 months FY ends June a 12 months FY ends October 


5 12 months FY ends November » 12 months FY ends July 








TAPMI 





By AS Vasudev Rao 


ntrepreneurship has been considered for 
E long as a process primarily aimed at 

creating one's own business venture, 
and contributing to economic development 
and employment generation. Thus, entrepreneurship 
education for developing entrepreneurial behaviour 
among students was considered purposeful and 
many of the universities and business schools 
introduced courses on entrepreneurship in their 
curriculum. However, for the students in general, a 
formal education in entrepreneurship was not 
appealing since their objective was seeking 
employment and not generating employment. 

In recent times, globalisation and IT have 
created fundamental changes in the way businesses 
have to perform, compete and grow. The resultant 
forces have greatly accelerated the interest of mana- 
gers to become entrepreneurial. In an increasingly 
turbulent global environ- 
ment, organisations have to 
create entrepreneurial play- 
ing field that facilitates 
effective entrepreneurial be- 
haviour individually, organ- 
isationally, and socially. 

Entrepreneurship progra- 
mmes globally continue to 
grow and gain academic legitimacy. The learning 
from entrepreneurship courses is considered as 
valuable, whether the students plan to become 
leaders in corporate organisations, run non- 
governmental organisations, be practicing profess- 
ionals, or work for the government. 

It is imperative for the MBA students, regardless 
of their career plans, to realize the importance of 
being able to think from an entrepreneurial 
perspective. As managers, cultivating a behavioural 
seed of entrepreneurship from the early school / 
college days, and nurturing and growing it to a 
magnificent and sprawling stature, could be highly 
rewarding. Stake holders are becoming more aware 





It is imperative for the MBA and a few 
students, regardless of their career 
plans, to realize the importance of 
being able to think from an 
entrepreneurial perspective 


NURTURING WEALTH CREATOR SERIES 


Infusing Entrepreneurial Behaviour: 
Important for MBA Students 





about the need for entrepreneurial behaviour - for 
example, engineers, doctors, teachers, social workers, 
government officials - practically every one in à 
society. In particular, career opportunities for 
management students would look brighter, as 
recruiters may look for more and more of 
entrepreneurially oriented students. 

Originally after World War II, Harvard Busi- 
ness School (HBS) developed an elective course 
titled 'Management of Small Enterprises' for students 
eager to start their own business. It was soon realized 
that entrepreneurship is a particular type of mana- 
gerial behaviour that can be nurtured by almost 
all managers in any organisation. These entre- 
preneurship courses at present are shifting the focus 
on developing 'Entrepreneurial Managers'. In the 
Indian context, B-Schools have initiated à modest 
attempt to design and offer elective courses in 

entrepreneurship. The IIMs 
other 
B-Schools have established 
Centres for Entrepren- 
eurship. At TAPMI, the 
importance on infusing 
entrepreneurial spirit was 
seen from the mid 90s. 
Later on, a set of electives 
on New Venture Creation, Management and growth 
were developed. Still, with a high priority for 
immediate job placements, the number of students 
registering for these courses has been modest. 
Nevertheless, considering the importance of 
entrepreneurial behaviour, in the restructured PGP 
that commenced from 2004, the essential ingredients 
of entrepreneurship - creativity and innovation, 
entrepreneurial behaviour and motivation have been 
integrated with the programme. The expected 
outcome is the emergence of global leaders and 
entrepreneur-managers. 


Prof. AS. Vasudev Rao is Senior Professor and Dean-Admunistration at Т. А. Pai — 
Management Institute, Manipal and can be contacted at vasudevrao@mail tapmi.org б 


In 2002, this confectionery giant 
decided to delist. Too bad for retail 
investors, since the multinational 
company is a money-spinner. 
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AVERAGE-- FY 2003-04 РҮ 2002-03 ЩЕТИ SOULS PROFITS 
76 Polaris Software Lab 83.06 54.17 111.95 1,669.9 580.22 578.49 67.70 99.31 19.29 
77 Shyam Telecom 82.30 11594 4865 26758 435.34 14.58 0.47 052 0.00 
18  FDC 80.75 86.47 75.02 116887 279.63 304.90 66.27 7620 24.30 
79 Pfizer? 80.00 89.08 70.91 2,072.41 448.47 593.80 27.51 | 5533 27.14 
80 Ranbaxy Laboratories ® 79.85 64.73 94.96 22,963.08 3,640.30 — 424302 794.77 : 868.18 | 356.07 
81  VisualSoft Technologies 79.70 81.22 78.18 267.77 239.11 153.86 37.56 | 5185 5.61 
82 Aztec Software & Technology Services 78.49 15.54 81.44 273.68 119.28 41.40 2.18 А 403 1 0.00 | 
83 Wyeth 78.22 108.80 47.64 1,274.48 33102 351.88 58.92 67.57 25.63 
84  Mukta Arts 76.15 61.04 91.26 170.94 148.45 21.68 3.39 | 6.86 2.55 
85 Merck" 73.74 10340 4408 974.49 278.06 404.06 39.64 | 56.82 19.02 
Ё 86 Gillette India ™ 70.60 10742 33.77 22764 445.05 408.03 43.67 67.37 31.25 
87 Maharashtra Scooters 68.72 70.87 66.56 19566 210.25 39.06 6.20 8.91 2.58 
88 Siemens Information Systems ® 65.58 15.26 55.89 NL 213.11 305.22 75.20 83.65 43.95 
89 Hinduja TMT 65.51 59.78 71.24 135126 490.24 146.05 61.14 66.40 34.64 
90 Balaji Telefilms 63.50 77.05 49.95 652.97 169.48 178.30 55.36 63.10 17.43 
91 ICRA 63.01 67.91 58.11 N.L 95.53 32.90 11.00 1238 4.97 
92 Hindustan Oil Exploration 62.45 90.29 34.61 51548 249.49 40.01 22.12 26.86 6.62 
93 Atlas Copco (India) ® 60.65 54.46 66.83 i 840.76 230.87 324.20 33.77 5 4971 6.36 
94 Honda Siel Power Products 57.01 48.56 65.45 1243 195.43 203.43 10.31 16.26 4.58 
95  Goodlass Nerolac Paints 55.98 80.26 31.69 104645 525.79 924.97 57.96 | 800 21.58 
96 Thomas Cook (India) 2 53.13 64.18 42.07 671.34 199.81 105.38 21.63 26.26 6.17 
97 Sandesh 52.95 17.95 87.94 108.44 233.52 158.84 9.65 ng ә 2.57 
98 Jindal Drugs 52.18 50.92 53.44 NL 291.37 311.79 12.56 14.74 0.00 
99 Orissa Minerals Development Co. 51.29 81.45 21.12 NL 182.29 225.02 104.24 106.11 | 0.34 
100 Clariant (India) 50.23 48.67 51.79 336.34 179.15 344.60 20.85 2611 14.80 
а a MEM nibii ако кишш CM M SLM св 
3 I? menlis FY auis EE кы) азы © 12 months FY ends September 
x 12 months FY ends June 2 12 months FY ends October 


> 12 months FY ends November b 12 months FY ends July 
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Big deals for IT firms in Germany - 
if they can crack the market 


When the experts reach for financial analysis and business insight they can rely on, they reach for Business Standard. 
Look at the reasons why: Unique BS 200 stock market data pack • Unmatched domain expertise across industries, money 
! markets and commodities from specialist editorial page writers 


* The best of international business from the Financial Times, London 
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Don't be unnerved by the recent frenzy on D-Street. Despite current volatility, 


HAT GOES UP MUST 
come down. Inve- 
stors were remin- 
ded of this New- 
tonian principle 
when the BSE Sensex tanked 284 
points in just two days (January 5 
and 6, 2005), mostly due to selling 
by foreign institutional investors 
(Fils), the same blokes who had set 
the bourses on fire for the better 
part of December, 2004. Fils pum- 
ped in $1.47 billion or Rs 6,468 
crore (nearly 17 per cent of the 
$8.8-billion, Rs 35,200-crore, equity 
investment in 2004) in December, 
into stocks across sectors such as 
metals, banking, commodities, capi- 
tal goods, Іт and pharma. D-Street 
party crashing was the result of a 
sudden, and unexpected, north- 
ward movement of the Us dollar 
on January 5 as it appreciated by 0.7 





per cent against the rupee, on the 
back of the us Federal Reserve's 
tough talk on the threat of inflation 
and a possible interest rate hike. 
This has spooked many an exp- 
ert who predicted no change in the 
dollar direction upwards in the short 
term. But is it something that will 
hold over the long term? Not likely. 
Says Sandeep Nanda, Head of 
Research, Sharekhan: “Though 
there could be positive undertones 
in the dollar over the present quar- 
ter, due to concerns on the Us eco- 
поту and its fiscal deficit, the cur- 
rent uptrend may not continue over 
a longer timeframe.” As а conse- 
quence, FH interest in Indian stocks, 
the real factor behind the impressive 
bull run, is not likely to turn. into 
history soon. There аге bound to be 
some corrections in the short term, 
but over the long term, the market 


How They Compare 
The BSE Sensex and the Dow Jones Index in 2004, put in perspective. 
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direction still looks positive. 


You Ain't Seen Nothin’ Yet 

To put things in perspective, let’s 
take the example of the Dow Jones 
Index, which is a proxy for the us 
economy. At 10,622.88 on January 
6, it quoted 17 times forward ear- 
nings as against 16 times for the 
Sensex. This is despite the fact that 
the Us economy is in one of its tight- 
est spots in recent times: it's growing 
at just 3 to 4 per cent, and compa- 
nies are hard-pressed to report dou- 
ble-digit growth figures. Then, there 
is a general slowdown in the eco- 
nomy, accompanied by a ballooning 


fiscal deficit. Add to that the easy 


credit culture prevalent in the Us, 
which results in overborrowed con- 
sumers.as well... ; 

. In contrast, India offers several 
positives. For starters, the economy 
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the market’s long-term direction is positive. 
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UMESH GOSWAMI 


DSP Merrill Lynch's Dokania: Recommends systematic investment to beat volatility 


is growing at a healthy average of 
around 6 per cent per annum. Most 
large companies have reported exc- 
ellent earnings growth, with the 


top few exceeding 30 per cent ear- 
nings growth. Then, at this point in 
time, India has a relatively strong 
and stable government. “The three 


Dig In Your 
Heels 


Season Of 
Cheer 


IPO Strategies 
| For 2005 


BY SHILPA NAYAK 


things going for India are that it is 
currently in an economic sweet 
spot, with a strong government and 
reasonable PEs (price-earnings ratio) 
compared to other emerging mar- 
kets,” notes Nandan Chakraborty, 
Head of Research, Enam Securities. 
Reason enough, therefore, for Dow 
investors (FIS) to continue looking 
at India as an investment destina- 
tion over the us as well as other 
emerging markets for some time 
in the future. Also, the fact that 
India is a domestic-led economy 
with a conservative credit culture 
and a vast young population, works 
very well for it. “India as a con- 
cept is visible and hot," gushes 
Nanda. Little surprise then that it 
has attracted even non-traditional 
investors like the Japanese. 


The Equity Pull 

And it isn't just the foreigners who 
are interested. Analysts expect an 
increased domestic retail participa- 
tion in the equity market, which is 
turning out to be the flavour of the 
season. This is being driven by posi- 
tive regulatory changes such as red- 
ucing long-term capital gains tax 
to zero on securities traded on stock 
exchanges and short-term capital 
gains tax rate to 10 per cent. Says 
Nanda: “The regulatory changes in 
favour of equity, plus the drying 
up of other investing avenues like 
assured return schemes will see 
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more money flowing into equity 
over the next few years.” To get a 
view of the potential there, only 
1.7 per cent of the entire invest- 
ments in the country is in equity, an 
investment class that attracts 50 per 
cent of the total investments in the 
Us. Obviously, there's a lot of scope 
for a scale-up here. 

And where will the flow into 
equity come from? From increased 
domestic retail participation, in 
addition to the FII investments. 
"There is an immense scope for 
domestic flows into the 
equity market, particularly 
from the fixed deposit 
market," says Pradeep 
Dokania, Executive Vice 
President, psp Merill 
Lynch. According to 
Dokania, even if 1 per 
cent of the country’s fixed 
deposits were to come into 
the market, it would be 
much more than the entire 
Fil inflows during 2004. 
There’s also the small mat- 
ter of the 13,000 tonnes of 
gold that India holds and 
the incremental gold 
worth Rs 40,000 crore 
bought every year. “Retail 
India is hardly invested 
and is still to enter the 
markets in a meaningful 
way. Investment in gold 
is 10 times that of equity,” 
says Chakraborty. 


Long-term Outlook 

Despite all the positives, 
the retail investor is likely 
to be rattled by the Sen- 
sex’s current gyrations. Because this 
is quite a different situation from 
2004, when a six-month bull run 
took the Sensex from 4,200 levels to 
over 6,600 and brought smiles, and 
cash, to the faces of many investors. 
The current volatility, though, is 
largely expected, and hence not a 
cause for concern. Says Dokania, 
“The point is that 6,000 as an 
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absolute number doesn’t mean any- 
thing. Though volatility would be 
seen since the market has gone up 
so much, to call this a peak would 
not be the right thing.” 

For one thing, he reckons that 
going by the sheer number, and qua- 
lity, of Fils registering in the country, 
a large-scale exodus of Fils from 
the country may not happen in a 
hurry. Then, history shows that the 
markets have typically been volatile 
in the first quarter of every calendar 
year in the past decade or so. So it 





isn’t something to panic about. 
But is there a value risk for inv- 
estors at these levels? Not really. 
Says Dokania: “Value risk is rela- 
tively low since valuations are not 
stretched at this point in time.” So, 
even though the risk of volatility 
will stay for the next two months or 
so, value risk isn’t much. According 
to Rohit Srivastava, Market 


Strategist, Sharekhan, any kind of 
value risk, if at all, would surface 
only post-Budget and the March 
quarter results. 

Given the strong fundamentals 
of the Indian economy and the host 
of positives stemming from it, the 
broad market direction over the 
next two to three years is encou- 
raging. Says Nanda: “Since the long 
term market direction looks positive, 
we recommend staying invested.” 
And the interim volatile period 
could well be a blessing in disguise: 
you could use it as a 
buying opportunity. The 
most important lesson 
in investing would be to 
invest in equity regularly 
and in a disciplined man- 
ner. "Instead of trying 
to time the top and bot- 
tom of the market, what 
retail investors should 
do is invest based on 
asset allocation and prac- 
tice a rebalancing exer- 
cise regularly," says 
Dokania. 

That way, if your 
portfolio allocation of, 
say, 50 per cent to equ- 
ity becomes 75 per cent, 
a rebalancing will auto- 
matically prune it, as 
resulting profits could be 
invested in another asset 
class like gold or real 
estate. An added advan- 
tage of this approach 
would be to diversify 
your portfolio into dif- 
ferent asset classes, spre- 
ading any risk in the bar- 
gain. That's smart investing for you. 
As for volatility and risk, according 
to Dokania, these are two inherent 
factors in equity investing and inves- 
tors have to live with it. But it 
shouldn't affect those who invest 
in a regular and systematic way. 

So, pitch your tents and dig in 
your heels. Stock markets reward 
those who stay invested long term. 
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Siliguri : (2524079); Solapur : (2602839); Surat : (2650485, 5530048); Tanjavur : (309578); Thrissur : (3090920, 2321263); Tiruchirapalli : (2740761); Tirunelvelli : (2561 es 44); Tirupathi 0 
Trivandrum : (232-0853 / 1302, 3950550); Udaipur : (5102-254 / 545); Ujjain : (2555088); Vadodara : (2341780, 5540299); Vallab Vidyanagar : (239734); Varanasi : (2226-320 / 439): Vijayawada : (24738 20 
5563620); Visakhapatnam : (2752653, 2598650); Vizianagaram : (226122); Warangal : (2552610); Yamuna Nagar : (309872, 261263) 


Alternatively, you can also send your request for Prospectus & Application to: The Programs Officer, The ІСРАІ University, 
23, Nagarjuna Hills, Punjagutta, Hyderabad 500082. Tel : 040-23430431-36, Fax: 040-55639711. Email: info@icfai.org 


Visit us at: www.icfai.org for Prospectus and Online Registration 








Year 2004 signed off with a bang for mutua funds: 


investors. A BT-MUTUALFUNDSINDIA.COM REPORT. 


ITH THE MARKETS ON FIRE, COULD MUTUAL 

funds be far behind? Not by any means. 

The Santa Claus rally at the bourses translated 
into smiles everywhere in the September-December, 
2004 quarter, but equity mutual funds were the star 
performers. The average return posted by these schemes 
was as high as 20 per cent (more than those of the Sen- 
sex and Nifty, which posted 17.20 per cent and. 16.34 
per cent respectively). Think that’s good news? Here’s 
more: equity experts are forecasting an even better party 


SIMPLE RETURNS 


Diversified equity schemes 
Rank Sch 8 


Absolute 
return (75) 


32.27 _ 
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ii 
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in 2005. What makes them bullish are booming corpo- 
rate profits, a buoyant economy, a stable rupee, and 
confident domestic and foreign investors. The most noti- 
ceable thing about this quarter was the enormous 
flight back of corpus into equity schemes, which bulged 
by over Rs 2,000 crore in November and December. 

Out of the 167 equity schemes considered, 130 out- 
performed Nifty and 121 outperformed the Sensex. The 
toppers were the schemes bullish on the banking sector, 
which posted an average 38 per cent return, a true 


Balanced schemes 


Rank. Scheme 


Absolute 
return (75) 





Monthly income plans 
Rank Scheme 


Annualised 
return (76) 








RISK-ADJUSTED RETURNS 


Equity schemes 
Risk-adjusted 
Tank 














Scheme 


Figures are for the three-year period ending Dec 31, 2004 
Gilt schemes 


rank Scheme 


Moderate 
Figures are for the two-year period ending Dec 31, 2004 i 


reflection of action on the bourses where the BSE 
Bankex posted a 36 per cent return, and banking 


Investors struck gold as almost 25 equity schemes dec- 
lared dividends, with Franklin Prima giving 35. per 
cent dividend and Reliance Growth shelling out 55 per 
cent cumulative dividend in three months. 

It wasn't as hunky-dory for. debt mutual funds 
though, with average returns of just 1.39 per cent. 
However, with the inflation rate coming 
down and the 10-year G-sec rate set- 
tling at 7 to 7.15 per cent, debt markets 
recovered slightly compared to the pre- 
vious quarter. Floating rate funds have 
brought some respite and fund houses 
: have got inclined towards them as well as 
— "fixed maturity plans in this segment. 


nas 


How They Performed 
In terms of simple returns, SB! Magnum Multiplier 
led the way in diversified equity category—a result 
of its continued focus on the auto, auto-ancillary and 
cement sectors. Another scheme from the SBI stable, 
SBI Magnum Balanced Fund, topped in the balanced 
category, where the leaders outperformed the ave- 
rage, 14.24 per cent, by wide margins. Among liq- 
<- uid funds, although Alliance Cash Manager topped 
<> with 5.05 per cent return, its fund size declined and 
^ its average maturity came down from 91 days to 77 
_ days, reflecting the fund managers’ view on further 





` stocks displaced the last quarter's leaders—tech stocks. - 


Equity mutual 
nds were the 


2004-05 


Income schemes 


Risk-adjusted 


tank Scheme 


i 
Figures are for the two-year period ending Dec 31; 2004 


Liquid йет. 


Figures are for the two-year period ending Dee 31, 2004 


strengthening of the interest rate. 
The schemes were also analysed on the basis of risk- 


daily rolling return has been taken as the measure- 
ment of return, and downward deviation from the 
mean returfi has been taken as the surrogate of risk. No 
new scheme has been added in the equity category imp- - 
lying that the top performers of the previous quarter 
have continued doing well, though with slight changes 
in their relative positioning. Escorts 
- Income Plan emerged on top of income 
schemes, thanks to low volatility in its 
NAVs. Next best was рр ML Bond fol- 
“lowed by Prudential icict Flexible Income 
Plan. Among gilt schemes, the top notch 
was UTI Gilt Advantage STP, which was 
able to effectively contain fluctuation in 
its return and has also managed superior return. 
Although the top two liquid schemes, Lic Liquid and 
Caniquid, exhibited high volatility relative to their 
peers, they compensated investors with adequate return 
to balance the risk assumed. 

With so much going for Mrs, the time’s right for inves- 
tors to pitch in. With good quarterly results expected and 
strong economic fundamentals, the Sensex can be 
expected to go up further, and naturally, mutual funds 
will follow. Even on the debt front, things might start 
looking up, with oil prices and inflation on the down- 
ward curve. Equity, though, still holds sway. Which 
should give you an indication of things to come. Ё 
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adjusted returns over a period of three years. Theo- 
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‘IPO Strategies 


For 2005 


Rs 40,000-crore worth IPOs are expected in 2005. Here’s how you can 
steer clear of the lemons. By NARENDRA NATHAN 


as the year of the IPO. A total of 34 POs hit the 
market, with companies raising more than 
Rs 30,000 crore. And with the market booming (despite 
the 284-point drop over January 5 and 6), there’s 
good reason for companies to take the plunge in 
2005 as well. The estimated total issue size of 2005 
IPOs? Prithvi Haldea, Managing Director, Prime 
Database, has the answer: *We could see an issue 
size of around Rs 40,000 crore in 2005." Agrees 
S. Ramesh, Executive Director, (Equity Product 
Group), Kotak Investment Banking: "In the first three 
to four months itself, the domestic market could wit- 
ness public issues of nearly Rs 10,000 crore." 
Expectedly, retail investors' response to the com- 
ing IPO wave has been positive. And that's because, 
according to Ramesh, *they have made money in the 
earlier issues". However, before you start licking your 
chops, here's a word of caution. A booming primary 
market does not necessarily mean that 
everyone will make money. On the 
contrary, investors who invest in a 
lean period make the real killing. 
For instance, Deccan Chronicle 
Holdings, which had an issue price 
of Rs 162 in December 2004 (when 
the market was peaking), now 
quotes at just Rs 134.50 (as on 
WWE: January 6, 2005). Contrast that 
SS with Tata Consultancy 
T Services, which issued 
stock at Rs 850 in 
August 2004 (when 
р the market was 
БУД, largely stable), but 
Gp, has seen it rise to 
ez Rs 1,320.45 on 
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ОМ. UMESH GOSWAMI 


Kotak Investment 


More will join the ІРО 
bandwagon this year 


Banking's S. Ramesh: 


2005's Top 10 


The expected top 10 IPOs of 2005. 


Issue size 




















Issuer Timing (Rs crore) 
0 pots 0 Mar. 2005 150 
Haldia Petrochemicals Apr-Jun. 2005 600 
Hitch — —  —  — MWrJw.205 2,000 
‘Idea Cellular —— Jun.-Dec. 2005 1,500 
DEC Apr-Jun. 2005 750 
Jet Airways Feb. 2005 2,000 
NHPC . Jun.-Dec. 2005 1,000 
Power Finance Corporation ^ Jun.-Dec. 2005 1,500 
‘Shoppers’ Stop Feb. 2005 150 
Yes Bank — Mar. 2005 250 


All figures are BT estimates 


January 6, 2005—a 55 per cent jump. 

So, what should be your strategy? First and fore- 
most, exercise caution. Ravi Kapoor, Executive Vice 
President and Head of Equity Capital Market, DSP 
Merrill Lynch, advises: *Participate in offerings from 
established companies with reputed management, 
having stability and growth in earnings." 

Scan the offer document thoroughly to check the 
experience of promoters, the past growth rate of the 
companies, among other things. Take a closer look at 
the valuations (read: the amount you have to pay). You 
could, for instance, look for issues that come at a dis- 
count to existing players in the same industry (for 
example, TCS’ issue came at a discount vis-à-vis Infosys). 

Too complicated? There's another way. “One easy 
way is to look at the credentials of its lead managers,” 
suggests Ramesh. That's because established companies 
usually come to the market through credible lead 
managers. Do adequate homework before investing, and 
2005 may well bring you your pot of gold. @ 
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JOBS IN 2005 


Flying Fortunes 


All the action in the skies is making well-versed and well-flown aircraft 


pilots much sought after. 


HEN YOU GET ON THE 
\ X / plane to your scheduled 
destination, you don't ask 


who the pilot is. Or so goes the 
saying. And the saying may even be 
so. But, trust those who know, a lot 
of skill goes into faceless flying— 
and it's a skill that's in woefully 
short supply at the best of times. 

This is not about hands-behind- 
the-head blue sky gazing. No sir, 
this is about the distillation of doz- 
ens of hard metrics, soft sensory 
perceptions and practically acquired 
skills, for the sake of a clear and 
level-headed focus—so that every- 
body back in the cabin can relax 
and fly without fear. 

So, before the frenzy in the skies 
gets a chance, as more and more 
Indian planes head for the runway, 


Queuing up: Air Sahara plans to expand its pilot force by 60 per cent 
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BY AMANPREET SINGH 


expect a major scuffle on the ground 
for skilled pilots. 


Take-off Point 

India, some say, is ready for a big 
switch from rail to air travel, as the 
latter’s fares dip into the affordability 
zone of many millions more, accom- 
panied by an opening up of the skies 
by the policy framework. The big 
stimulus, of course, is enhanced 
competition amongst carriers. 

As of now, India has only 160 
commercial aircraft, running 550 
flights a day. “The sector is looking 
at a growth of 30 per cent,” exults 
Captain G.R. Gopinath, co-pro- 
moter and Managing Director of 
Air Deccan. “This was latent demand 
waiting to happen,” reckons Alok 
Sharma, Executive Vice-President, 


Air Sahara, underlining the point 
that the sector’s growth had got 
stunted, and the correction is likely 
to see a sudden surge in numbers. 

Jet Airways plans to expand its 
fleet of 34 jets by four Boeing 737- 
800’s in the next two months. 
Indian Airlines, meanwhile, awaits a 
green signal to add as many as—get 
this—43 Airbus aircraft. Air Sahara 
currently has 20 planes, and is 
“looking at expanding by 60 per 
cent”, as Sharma reveals. 

If that’s not enough pilots in 
demand, look at the new entrants. 
Air Deccan, just off the ground, 
expects to hire 130 pilots this year. 
“We plan to expand by purchasing 
12 aircraft, and each Airbus needs 
11 pilots,” says Gopinath. And then 
there’s UB Group’s Kingfisher 





_____As more and more planes head for the runway, expect - 


' 





Airlines, which expects to ring in 
(or is it *oh-le-le-lay' on) the good 
times with eight shiny new Airbus 
A320s this year. It needs pilots for 
these. “All I am willing to say is 
that we advertised on the net, and 
got an extremely strong response,” 
says Ravi Nedungadi, President 
and CFO, UB Group. 


Cockpit Comfort 

Now, there are enough wannabe 
first-timers thronging the airlines’ 
recruitment counters. What’s in hot 
demand, however, is flying maturity. 
For all the safety features of modern 
computer circuitry, this is a job that 
cannot afford error, and reckless 
expansion could easily send the 
aviation sector reeling once again. 
This places a high premium on all- 
weather, multi-circumstance depen- 
dability. Gopinath admits that hiring 
foreign pilots is the best way out for 
now (he has 17 of them, in addition 
to 14 ex-Air Force pilots and two 
Indian civilians). 

Indian pilots who’ve already 
logged lots of flying miles are 
pleased as punch. Their gains are 
going up by the sheer force of mar- 
ket demand. Salaries vary, but on 
rough average, are set to cross the 
Rs 3-lakh per month barrier. Air 
Sahara, for example, which is raising 
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Air Deccan's Mishra: The smile is back 


its 250-pilot force by 60 per cent, 
has already hiked salaries of the 
existing lot by 30 per cent just to 
keep them strapped tight in their 
current cockpits. 

Such is the excitement in the 
air that it’s hard to recall the awful 
period of the mid-1990s, when 
pilots were being jettisoned like 
excess baggage (not just by air- 
lines). “I started flying in 1990,” 
recounts Captain Р.К. Mishra, 36, 
an Air Deccan pilot, “and I have 
seen my pilot friends get divorced 
due to no jobs... some even 
opened hardware shops.” 


All that has changed now that 
the action in the air is back. 


Unfolding Wings 

Young pilots, meanwhile, are 
pleased at the prospect of making 
back their training investment. 
Jaskirat Wazir, 29, who pilots planes 
for Air Sahara, spent a cool Rs 9 
lakh getting a Commercial Pilot’s 
Licence from the Pro Aircraft flying 
school in Texas, us. “I got my 
licence much faster there and things 
were clear cut. It was also about 
world flying,” he says. But that was 
cargo plane training; for passen- 
ger flying, he paid Sahara Rs 13 
lakh (on a loan) for training in 
Amsterdam. His current monthly 
pay: Rs 80,000. 

Local training is not easy. India 
has 33 government-owned flying 
clubs, though just six to seven are 
functional enough to train pilots. 
There are only five private flying 
clubs. The airlines, meanwhile, are 
using their own flight simulators. 

Sensing opportunity, Air Sahara 
is building a flying school in 
Hyderabad that aspires to place 
pilots in cockpits all over the world, 
according to Kuldeep Kalra, Head 
of Operations, Air Sahara. That 
might ease some pressure. But flying 
maturity cannot really be rushed. 
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COUNSELLING 


1 am a 28-year-old woman working as an HR manager at an 
MNC for the last couple of years. Though my job gives me 
great satisfaction and pays me really well, | have been 
receiving unwanted attention from my boss in recent times. 
| don't have the courage to speak up as | fear that | may lose 
my job. | have a family to support and things may become dif- 
ficult if | don't find another job with the same pay. | feel the 
need to take action against my boss, but am apprehensive 
about it since any such action usually attracts quite a bit of 
social stigma. What should | do? 

Sexual harassment is a difficult crime to prove unless 
you have good evidence. First, try and find out if 
others have been treated the same way by him. Also, 
find out how your company has handled such issues in 
the past. MNCs usually have stringent, globally-applicable 
rules on how to handle such issues. As an HR manager 
you should have access to these, Talking to someone 
you trust might put everything into perspective. You 
could then talk to your department head. But do start 
looking for another job, even if it is not as good as this 
one. This will work as your safety backup and boost 
your confidence. And when you do raise the issue, hold 
your head high and don’t let others put you down. 


| am a 21-year-old commerce graduate with a two-year 
computer-programming diploma from Aptech. At present, | 
am pursuing a PGDCA from Mangalore University. | want to 
know if these qualifications will suffice for me to land a good 
computer programming job. If not, will | be able to enter the 
finance sector? | am worried about my career options, and 
wonder if | have wasted all these years on education that may 
not help me fetch a decent job. Please advise. 

With your current qualifications you should be able to 
get an entry-level job as a computer programmer. But 
you need to procure an MBA degree in finance to land 
a decent job in the finance sector. Just a B.Com may not 
be sufficient to fulfil your career ambitions. Otherwise, 
you may tend to stagnate in your career and not be able 
to make much headway. Meanwhile, make sure you 
join a company that gives you plenty of scope for 
learning as well as opportunities for training. 
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HELP 
TARUN! 


| am a 32-year-old working with an international NGO for 
several years, but lately | have been trying to switch over to 
the corporate sector. However, there is a general perception 
among recruiters that NGOs are not as professionally deman- 
ding of their employees as the corporate sector is. 
Consequently, they doubt the competence of people working 
with NGOs in meeting with the demands of the industry. This 
is making it hugely difficult for me to make the switch. 
How do І convince my prospective employers of my skill and 
competence? Please advise. 

Unfortunately, the corporate sector does look at 
experience in NGOS differently. You have not men- 
tioned what your job profile is in the NGO. Sometimes 
due to the lack of an equivalent role between two 
sectors, it is difficult for people to see where you can fit. 
So, target companies and positions where you feel 
you can translate your experience and are able to 
articulate that to the hiring manager. Smaller and 
medium-sized companies are a good place to start. 


| am a 28-year-old MBA with specialisation in finance. | 
started my own handicraft export business two years back but 
it hasn't been doing too well. | am in a dilemma as to 
whether | should do a low-paid export house job to learn the 
practical aspects of the business or whether | should give up 
my business altogether and take up some other job. The bank- 
ing/insurance sector looks a good bet since all my friends there 
are doing very well financially. Should ! take the plunge? 
The question you need to ask yourself is: where does 
your interest lie? Are you interested in continuing in the 
export field? If so, is it due to lack of practical experi- 
ence that your business is suffering, or is it a wrong 
business model that you are following? If you want to 
remain in the export field, it might indeed be worth- 
while to join a company where you can learn the 
ropes. But if you are not really interested in continuing 
in the export field or are indifferent to it, then it 
would be a good idea to change fields completely, 
whether it be banking, insurance or any other sector 
that you feel you have an interest and aptitude for. It 
really depends on you. Identify your interest first. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—110055. 
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MS Programs 


Two year, Full-time, Campus Programs at Hyderabad. 


MS Finance) MS (Marketing 





Highlights 
Full-time programs organized in * Active Industry Interface through Internship 
4 semesters in 2 years and Projects 
Competent and committed faculty Merit Scholarships 
Emphasis on case-based learning Stipendiary Assignments / Assistantships 
Well-equipped Library and Computer facilities Bank Loans 
Soft Skills Training and IT Training Excellent Career Opportunities 
Unique 16-week summer internship Placement Assistance 





Eligibility 
€ Graduation (any discipline) € Final year degree students awaiting results. 


Selection 
Through MS programs Admission Test (MSAT) on April 24, 2005 at 75 test centers all over India. 


(Certain categories are exempted from MSAT 2005) 


Classes from 
May 30, 2005 at Hyderabad. 


For Prospectus and Application, please send a DD for Rs.300 drawn in favor of ICFAI University, 
payable at Hyderabad, to: Campus Programs Admissions Department (CPAD) The ICFAI University, 45, Nagarjuna Hills, Punjagutta, 
Hyderabad - 500082. Tel : 040-23435328/29/30/45. Fax : 040-23435347/48. Email: cpadhq @icfai.org 


Visit us t: WWWwwW. icfai.org/msat05 








| careers in... 


» investment banking = private equity » hedge fund » equity research » credit research 
... With top wall street firms all at one place 
ADVENTITY 


Bac TNR n nA Eee А13 SO ЧЕ ERE IRE С eo 
We are an international Knowledge Process Outsourcing (KPO) firm that provides Knowledge Services, Transaction 
Processing and Contact Centre Services to Global 500 companies. The firm operates offices in North America, Europe and 
Asia with its process center based in Mumbai, India. 


RESEARCH & ANALYTICS 


Adventity is a market leader in providing high-end Research and Analytics to top global investment banks, private 
equity firms, hedge funds and asset managers. Our Knowledge Services team comprises top B-school finance MBAs 
(from US and India) with experience in Wall Street investment banks, research firms and capital markets. The quality of work 
performed by our analysts is equivalent to that of a junior investment banker / associate at a Wall Street firm and includes 
company and industry research, detailed valuations, debt and equity analysis, and complex derivative structure analysis. 
We take pride in our training program which is modeled on the training programs of top Wall Street firms. 


We have positioned ourselves at the absolute top-end of the Research and Analytics space. The success of our 
differentiated model is clearly visible in our rapid growth and diverse, expanding clientele. 


| REQUIREMENTS 








Adventity is currently seeking highly motivated, top level candidates to service clients in Investment Banking /M&A,Hedge 
Funds, Credit / Equity research, and Private Equity. 


Key requirements : MBA from top end B-school (Finance spl) / rank-holder CA with 1-6 years’ work experience. Key 
requirements for the job are understanding of capital markets and corporate finance, flair for analysis and numbers, strong 
writing skills, and attention to detail. CFA (AIMR, US) is a plus. 


Compensation - Very competitive (including substantial variable component). 
Location - Based in Mumbai. Opportunity to travel to client sites in US/UK. á 


axiom optimals 040105 


CONTACT: Amit Varma, Head HR, Email: amit.varma@adventity.com, # 
Tel: +91 22 5599 9000, Fax: +91 22 5599 9001 adventit 


a www.adventity.com _ 

















, Even If It’s | 
Only Words 


Linguistic skills to boost earnings can be acquired. 
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has them all working their tongues 





Speak English? Inlingua 


pa HAS A HEADSTART IN THE LINGUA FRANCA OF 
business—English. With some extra training, linguistic 
skills can be an asset far beyond the BPO industry. That's 
what Vikram Bajaj, CEO, Inlingua (short for International 
School of Languages), tells potential clients. With Coca- | 
Cola, Henkel, Siemens, Amex, Tupperware, Red Cross 
and the British High Commission already on his client ros- 
ter, it’s likely many more will listen. “The number of 
clients is galloping by the day,” boasts Bajaj. 

Why so? Market demand, broadly. “There are three 
basic objectives of language training that’s getting com- 
panies to enroll their employees,” says Bajaj, “getting peo- 
ple to communicate well enough with outsiders, helping | 
them be a part of the company’s strategic team, and 
teaching them public speaking, presentation skills and 
good business correspondence.” From shop floor man- 
agers and bottlers to general managers and—surprise, sur- 
prise—vice-presidents, Inlingua has them all working 
their tongues (and keyboard fingers) to the desired level | 
of proficiency. As they might be pleased to testify, it 
works. For years on end, local language egoism came in 
the way of this pragmatic admission. No longer. 

ANANYA ROY 














Sweet 


Equity? 


Is ‘sweat equity’ worth all the wet collars? 


he WOULD NOT THINK OF ‘SWEAT EQUITY’ AS A 
reward for genius (1 per cent perspiration and 
99 per cent inspiration, as Edison saw it). Nor 
would you associate it with a bounty for an entre- 
preneur to claim for himself at his own sweet will 
(just as well, you probably muttered, that Mukesh 
Ambani gave up his 12-per cent ‘sweat equity’ 
stake in Reliance Infocomm). 

So what is it? Here’s a definition from Nimish 
Shah, Director and CEO, Parag Parikh Financial 
Advisory Services: “A popular expression for owner- 
ship of shares in a company resulting from work 


rather than investment of capital. There have been 


rare instances where employees have acquired sweat 
equity, but usually founders receive sweat equity.” 
But isn’t it a talent retention tool? Yes, if you insist, 
that too. “It could mean professional allotment to 
promoters and probably to key employees. In that 
sense, sweat equity does help in retaining talent 

within a company," says Shah. So, there. @ 
ALIA RAMASWAMY 


No sweat: Working for equity is easily explaine 
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GENERAL MANAGER Mktg. & Sales ( Surface 
| Transport Sector) 
‘Indigo IT Solutions 
General Manager must be MBA Marketing experience in 
| ‘transportation & logistic organizations out of which at least 
years in corporate Senior Level Position. 
Experience: 10 - 15 years. 
ob Code: 25975071 


GENERAL MANAGER - MARKETING | 

Spenta Multimedia - Publishers of Jetwings 

MBA professional with expertise in crafting marketing strategy 
and promotions for various publications. Experienced in a 
similiar position in a media organisation. 


AVP - Finance & Accounts 

ELGIVA Business solutions 

The ideal person must have good knowledge in all aspects of 
accounting, Person should. have knowledge of financial 
management with working knowledge of reporting etc. 
Experience: 15 - 20 years 

Job Code: 25956690 


VP / CFO Finance 

decco- UK 

is position would be responsible to supervise, guide and. 
control the day to day operations of the finance and accounts 
function, liaison with auditors, migration from centralized 
control to decentralized control at Regional level. 
Experience: 10 - 25 years - 

Job Code: 25956099 


LEASING- MANAGER / GM / HEAD 

GTL Limited 

Applicant should carry at least 10 years experience of which 
minimum 4 years in leasingis required. LLB would bea plus. 
Experience: 10-20 years 

Job Code: 25911110 


| HEAD- RESEARCH & DEVELOPMENT 
Beck India Ltd. 

The ideal person would léad a team in planning & execution of 
R&D projects in resins, wire enamels, Insulating Varnishes and 
Coatings & Sealants, in coordination with the marketing, 
production & technical services. 

Experience: 10 - 20 years 
Job Code: 25957702 


1. Logon to www.monsterindia.com 

2. Click.on "Search Jobs" link 

3. Туре the job ID number inthe “Keyword eee: field 
дыз. СЗ butte. ; 





coo 
Zodiaac 

Incumbent should be MBA / CA qualified preferably with В] 
(Mech/Elect/Civil) around 45 yrs with minimum of 5 years i 
a top managerial role - in Real Estate Development / advisot 
company. 

Experience: 15 - 30 years 

Job Code: 25724329 . 


VP-SALES | 

Interface Cybertech Pvt. Ltd 

Qualified from top business school with exceptional verbal 
and written communication skills. IIT/IIM preferable. 
Experience i in 5MM software services sales a must. 
Experience: 10 - 20 years ` 

e Code: 25656295 


VP MARKETING MAN UFACT U RIN G 
VERTICALS 

Infotech Enterprises Limited | 

Should have worked in a manufacturing industry (Engineerir 
or R&D environment) or in an IT company selling 
Engineering or IT Services to manufacturing companies. 
Experience: 15 - 30 years 

Job Code: 21106249 

GM-TECHNICAL SUPPORT UNIT 

Mantrana D 

The incumbent would be overall responsible for complete IT 
tech support activities, both internally and externally (busine 
consulting worldwide) The ideal candidate would be 
management and technical graduate/ PG from aptimeinstitut 
Expetience: 10 - 20 years 

Job Code: 25523013 


CHIEF TECHNOLOGY OFFICER 

Techroots Solutions Pvt Ltd | 

To head the Technology Team in designing Smart Carc 
апа RFID based solutions, scan technology horizon & 
derive technology roadmap i in Е 
Experience; 8 - 10 years | 

Job Code: 24986279 


COUNTRY HEAD/ CEO BPO 

Global Hunt India : 

Overall responsibility and IG for strategic and 
operational management, achieving top-line and growth 
targets, setting migration илме and finalizing SLA 
with clients. a 

Experience: 15 - 20 years - 

Job Code :25675763 


© monster.com 












А / MSc with соелу PE academic credentials 












logies. Incumbent should have strong foundation in SDLC 
concepts & exposure to quality Processes. 

Experience: 7 - 12 years | 
fr Code: 23561814 , 
TECHNICAL TEST MANAGER 
Hughes Software Systems 

The ideal person should have good knowledge of 












Experience: 5 - 15 years 
e Code: 25929129 





ould have excellent software development experience in 
crosoft Windows platform (C/C++, MFC) and MSDN 
ols. Strong background in PC architecture and chipsets. 
Experience: 3 - 10 years 

ob Code: 25960376 









IPROJECT LEAD 
Satyam Computers Services Ltd 

At least 3 WMS projects of which at least 1 as Project - 
Manager. Should have relevant domain experience CPG, 
Retail, Logistics, Auto. 

Experience: 5-9 years 

р Code: 25847653 


БАР FUNCTIONAL & TE CAN TEAL 
CONSULTANTS 

EBM India Ltd : 
Applicant should have more than 4 years of experience on 
ABAP programming. Should have good SAP functional 
knowledge. 

Experience: 4 - 9 years 

Job Code: 25371527 


PROGRAM MANAGER 
Microsoft India | 
The role involves developing functional specifications for the 
project as necessary based on the business requirements. 
Responsible for entire functionality viz. Functionality, 
Development, Testing, Delivery from India. 

‘xperience: 7 - 10 years 

Job Code: UE 
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€ excellent working knowledge of Microsoft NET © financials schema and sales order management. Good know. 


^. fob Code: 25814320 
SENIOR SOFTWARE ENGINEER 


3M/GPRS/UMTS Call flows and Air Interface concepts. 
Werson must have experience in 1 using protocol analyzers and. 


; Experience:2-4years 


.. Weneed BE/ BTech/ MCA/ ME/ MTech/ PhD with experie 


‚ of Deep-Sub-Micron effects. 


` NETWORK ADMINISTRATOR 





monster.com 


COGNOSADMINISTRATOR 
Scandent Group | 
Cognos Administrator should have good knowledge of JD 






of Cognos7.3, ReportNet, SQL Server, D'TS2000, ASE 
JD Edwards Report Writer and UBE is must. 
Experience: 5-7 years 


Atrenta (India) Pvt Ltd 
‘The ideal person should have good knowledge of C/ Cee 
perl based development on Linux/Solaris. Person should. 
good exposure on algorithm analysis skills and good know. 
of data structures, 












Job Code; 23657341 


TECHNICAL ARCHITECT 
Quark Media House | 







in software design & architecture development profes: 
this position. Person should have knowledge of C & C++, x 
exposure to other languages like C# /Java with Cross Platfor 
Experience: 8-15 years 

Job Code: 23656303 


MANAGER, CHIPSET DESIGNS 
WorkHouse 

Should have strong knowledge of VLSI design, layout and 
ASIC design flow and have worked in challenging projects 
involving 90nm and/or 65nm and have a sound understandi 











Experience: 10 - 15 years 
Job Code: 25816107 


QUALITY MANAGEMENT 
Infineon Technologies India Pvt.Ltd 

Experienced in the process of VLSI Design and Design : 
Automation Technology. Quality fundamentals оп ISO 9001, 
Business Excellence models like E FQM, QM-Strategy, Pr 
Management, Standards & Certification, Doc. Control a must. 


‚ Experience: 7 - 8 years 


Job Code: 24937742 


Electrobug Technologies ' 
The desired Profile B.E (Electronics/Netw orking) with ; 
MCSE/MCP qualifications. Working experience on Database. 
Backup arid Firewall/VirusProtection/E-mail Security. 
Experience: 3 - 8 years 
Job Code: 22302096 
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STRATEGIC ACCOUNT MANAGER 
Atrenta (India) Pvt Ltd 
Incumbent should carry at least 8 years of successful sales 
experience with 5+ years of sales management experience in 
EDA or related industry. 

Experience: 8 - 12 years 

Job Code: 25702612 





BUSINESS DEVELOPMENT MANAGER 

ous Infosystems 
'The role is to engage with our external customers, partners and 
other external bodies to articulate and demonstrate Nous 
Services. Identify and establish contact with prospects, build 
executive relationships at CXO levels in client organizations. 
Experience: 5-7 years 
Job Code: 24096850 


AREA MANAGER - SALES 

sec Technologies 

st be a BE with MBA (Marketing) from leading B School 
th 2 4 years of experience in B-2-B sales in the IT/Telecom 
dustry, selling high value solutions with longer sales cycle. 
xperience: 2- 4 years 

b Code: 25944129 


ALESMANAGER 

atamatics Staffing services 

ales Manager should be MBA experience in industrial selling. 
erson having experience in moulding/tool building company 
ould be preferred, 

Experience: 2-9 years 

Job Code: 25927591 


AREASALESMANAGER (Telecom & Broadband) 
Hinditron Infosystems Pvt Ltd 

Have experience in the fields of IP, Video or Broadcast. 
Preferably working currently with major MSO / Telco/ Vendorin 
; an executive position. Prior working experience in selling of 
com & video marketplace a must. 


Johnson Diversey India Pvt Ltd 

‘Equipment sales to institutions, hospitality, healthcare, 
entertainment, retail malls, industries, facility management 
‘companies. 

‘Experience: 2-5 years 

Job Code: 23081902 


HOW TO APPLY FOR THESE JOBS: 

Е: Logon to www. monsterindia.com 

2. Click on "Search Jobs" link 

`3: Typethe job ID number in the "Keyword Search" field 


SENIOR EXECUTIVE - MARKETING Y 
Carbon Accessories Ltd ; 
This position would be responsible to handle co-ordination of 
promotions, planning pre & post promotions process, event 
management, analysis of competitors and collection of 
industry data. 

Expetience: 3 - 8 yeats 

Job Code: 25934305 


BUSINESS DEVELOPMENT EXECUTIVE 
Biolmagene India Pvt Ltd 

Should. be a technical graduate with an MBA marketing . 
Biotechnology / Bioinformatics. Prior experience in sales 
business developmenta must. 

Experience: 5 -7 years 

Job Code: 25957146 





SALES OFFICER, MUMBAI 2 
BPB India Gypsum Limited ` 
The candidate should have hands-on experience in sale 
receivables through dealer network, interfacing with builders am 
architects, provide technical support to processors & -devela 
product awareness. 

Experience: 4-5 years 

Job Code: 25444492 


TERRITORY DEVELOPMENT MANAGER 
Pepsi 

This position requires MBA professionals with 1 - 3 years of 
hardcore sales & distribution experience in large FMCG 
organizations. Mobility over locations, anywhere in India, is a 
pre-requisite, P 
Experience: 1- 2 years . 
Job Code: 24193686 


AREA SALES MANAGER - RESINS 

GE Advanced Materials | 

Should be a graduate in Chemical Engineering / Polymer Scienc 
/ Mechanical Engineering. 

Experience:3-5years 

Job Code: 25537839 


BUSINESS DEVELOPMENT MANAGER 
Western Union 

Responsible for the Agent's Relationship / Networ 
Management. Should develop a mutually beneficial relationshi 
that fuels the growth of the Western Union brand. 

Expetience: 7 - 10 years | ' 
Job Code: 25735251 | 
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India's No.1 Job Site 


73% OF ALL ONLINE JOB SEEKERS 
COME TO MONSTER.COM. | 
ONLY. 


Why do so many online job seekers not visit any other job site after they've been to Monster.com? The reason is simple. With the 





acquisition of JobsAhead.com, Monster.com is now India's No.1 job site with a market share of 81%. That makes us twice as 


г large as the nearest competitor. Monster and JobsAhead together attract 113 lakh unique visitors per month”. No surprise why 
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| 
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more employers choose us to find the best professional talent. So, when it's your turn to find the best jobs, trust no one but No.1, 


| @ monster:com 


India's No.1 Job Site 
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Just how does Air Deccan fly you Bangalore-Delhi for a piffling Rs 500? By 
Being costs out of every nook and дау. of its airline. BY veNKATESHA BABU 
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| i Smooth take-off: India's only low-cost airline is off to a flying start 


T TAKES AIR DECCAN’S FIRST-TIME FLYER 
just about five minutes to overcome 
all apprehensions of flying India’s 
only low-cost airline. Those are the 
five minutes you spend on board 
the airport shuttle, travelling from the 
boarding gate to the aircraft bay. That's 
when you get off the shuttle and catch 
your first glimpse of the *low-cost air- 
craft". Phew! You are as much relieved as 
surprised to find that the bird that'll be 
flying you Delhi-Bangalore (at least in my 
case) is actually a big (180-seater) Airbus 
320. And as you settle down in your seat 
and buckle up, you find yourself (espe- 
cially if you are one of the lucky few—not 
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me—to have bought the ticket at a laugh- 
able Rs 500) promising to only fly Air 
Deccan whenever possible. 
“Gimmick, not possible, party spoiler’ 
are only some of the words used to desc- 
ribe our attempts at launching a low-cost 
carrier,” says Captain Gorur Ramaswamy 
Iyengar Gopinath (or simply Gopi as 
his friends call him). That was then. 4$ 
Fifteen months after his Air Deccan 
took off on August 23, 2003, it's 
Gopinath who's grinning from ear 
to ear. In its first full year of opera- 
tions, Air Deccan will clock about 

















Gopinath: Airline ascetic 

















Rs 410 crore in revenues, fly 1.5 million passengers to 
74 destinations with a fleet of three Airbus 320s (these 
fly between big cities, or trunk routes) and seven ATRS 
(48-seater aircraft that ply short hauls). 

It’s not just Air Deccan’s passengers who think Gopi- 
nath has a good thing going. Investors, who once wou- 
Idn’t give him the time of day, are eager to get a piece of 
the action. In December ICICI Ventures and Capital One, 
a US-based venture firm, forked out $50 million (Rs 215 
crore) for a 26-35 per cent stake (the exact percentage has 
not been disclosed) in the airline. The bet, apparently, is 
that it could turn out to be a Ryan Air or Southwest 
Airline, two of the world's best-known no-frills carriers. 


Flying Light 

But how on earth does Air Deccan plan to make 
profits if it's selling 25 per cent of its seats per trip at 
Rs 500 a pop (the actual price works out to Rs 700, 
including taxes, and the average price of a ticket for 
the other 75 per cent, to Rs 6,000)? By learning how 
to hold its breath as it limbos every day between 
income and expenditure. In other words, by ferreting 
costs out of every nook and cranny of its operations. 

Take a look: There are no free meals served on its air- 
craft; passengers have to pay for the cup-o-noodles 
and 200-ml Tropicana tetrapacks. There's in-flight 
entertainment (something its competitors don't offer), 
but you have to pay Rs 30 to rent headsets. There are no 
airport lounges to pamper passengers, or hot/cold tow- 
els on board, or even tissues on the headrest. Like the air- 
line's punch line says, it’s “simplyfly”. That is, simply fly. 

But if that's all it took to get a low-cost airline off the 
ground, then there'd be more flying today. The fact is, 
a no-frills approach is not so much about saving on 
meals or cold towels as a severe philosophy of austerity. 
For, the airline has absolutely no control over some 
of the biggest expense heads such as leasing costs, fuel 
costs, landing charges and taxes. The room for 
manoeuvring is incredibly small. Which is why Air 
Deccan is configured lean. 

That starts from the very first point of customer inter- 
action. Air Deccan doesn't depend on travel agents to sell 
tickets. Instead, it encourages passengers to book tickets 
directly via its online reservation system. But eliminating 
the middleman is not just about saving a few hundred 
rupees. In the airline industry, it's a long value chain that 
connects the passenger to the airline. The system on 
which tickets are booked are supplied by just three com- 
panies: Saber, Galileo and Amadeus. Each time a travel 
agent logs into reserve a ticket, these companies earn a 
commission ranging between $2 (Rs 88) and $8 (Rs 
352). That apart, the airline has to pay the travel agent bet- 
ween 5 and 8 per cent of the ticket cost as commission. 

Booking costs don't end with that. Airlines have to 
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Lean configuration: Ticket on A4 
paper reduces costs too 


extend a 60-day credit to the travel 
agents. That means the airline’s 
own working capital requirements 
shoot up. There are clearing house 
charges (where accounts are recon- 
ciled) of about 3 per cent, and then 
the inevitable bad debt. Gopinath 
estimates that intermediary costs 
vary between 23 and 28 per cent of 
the ticket cost. By getting the cus- 
tomer to pay up-front and directly 
to it, the airline saves on these costs, 
operates with lower working capital 
and eliminates bad debts. 

But what did Air Deccan do 
about the reservation system? 
Typically, other low-cost carriers 
like Jetblue and Ryan Air use soft- 
ware provided by a subsidiary of 
Accenture. But Gopinath discovered 
that the system’s cost per transaction 
was more than what his airline 
could afford. So, he decided to do 
something simple. Get software 
built locally by a little-known com- 
pany called IGT. “I told them I was 
giving them an opportunity of a 
lifetime by entrusting my reservation 
system to an untested player,” says 
Gopinath. The proposition was, if 
IGT could pull it off successfully, it 
could use the Air Deccan example 
to other low-cost carriers waiting in 
the wings. As an added bonus, Air 
Deccan got the system free for the 
first six months, so that bugs, if 
any, could be removed. 

Having (almost) eliminated the 
middlemen and having got a 
reservation system for free, there 
was only one more thing to do in the 
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A no-frills approach is 
not so much about 
saving on meals or 

cold towels as adopting 
a philosophy of austerity 
















ticketing operation: cut costs some 
more. How? The answer: Don't 
print tickets at security presses like 
the other airlines do to avoid fake 
tickets; rather, print them on A4- 
size paper with regular inkjet printers. 
In fact, that’s what passengers who 
book online do too. There was ano- 
ther advantage to doing so. Before 
the airline issues a boarding card, it 
must verify the authenticity of the 
ticket. This networking gear and 
software are provided by the likes of 
Sita (now part of Kouni), which 
charge $2 to $2.5 per authentica- 
tion. In the case of Air Deccan, HCL 
Infinet provides the networking 
needs of the airline at a lower cost. 


Quick Turnarounds 
In the airline industry, there’s a 
simple measure of productivity. The 


. longer the aircraft stays in the air 


(but not wasting time and fuel like 
hovering over, say, foggy Delhi), 
the more money it makes. How do 
you do that? By ensuring quick 
turnarounds. Gopinath says it takes 
an Air Deccan flight just 20 minutes 
to turn around. That’s achieved 
through a number of factors. One, 
Air Deccan flies point to point, with 
no connecting flight passengers to 
pick up (like it happens in the 
hub-and-spoke model). It doesn’t 
carry cargo, so there’s no time lost 


loading and unloading cargo. 
Passengers don’t have assigned 
seats—apparently it helps them set- 
tle down faster. By turning around 
its aircraft faster, what Air Deccan 
achieves is more up time, or more 
passenger revenues. 

Tickets, however, aren't the only 
source of revenue for the airline. 
Air Deccan lets companies paint 
their logos on its aircraft for a fee. 
Even the reverse side of the 
checked-in baggage ticket is given 
out to advertisers, one of which hap- 
pens to be Krishna Sweets of Ban- 
galore. Understandably, it doesn't 
fetch a fortune, but when you are a 
low-cost carrier, every rupee is wel- 
come. Says Chief Revenue Officer 
and Head (Commercial), John 
Kuruvilla: *For a low-cost airline, it 
is important to convert every cost 
stream to a revenue stream." 

At the moment, though, Air Dec- 
can's problem is not demand but 
supply. Its ability to grow its fleet is 
limited by infrastructure at Indian 
airports, where—at least in the 
major ones—there's a constraint of 
parking bays, maintenance hangar, 
and even check in counter space. As 
a result, the airline is beefing up 
service on feeder routes. States like 
Rajasthan, Kerala and Andhra Pra- 
desh are actually wooing them to 
boost tourist traffic, However, Gopi- 
nath does plan to add more Airbus 
to his fleet. Over the next five years, 
Air Deccan will be adding 30 more 
A320s. And as part of this exer- 
cise, it recently signed a $1.8 billion 
(Rs 7,920 crore) deal with Airbus. It 
has a similar deal with. Europe's 
Avions de Transport Regional (ATR) 
for 30 aircraft. 

Although Air Deccan has fought 
incredible odds to get to where it 
has today, it isn't out of air pock- 
ets yet. This year, a few competi- 
tors like Vijay Mallya-backed 
Kingfisher Airlines and Wadias- 
backed Go will take wings. And 
that's when the low-cost dogfight 
will really begin. El 
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' Greenback Blues 


It's the Indian CFO's first brush with a volatile dollar. How are they coping? 


A— . 


BY NARENDRA NATHAN 


OR TWO DECADES NOW, THE 

American dollar has been 

the global currency of 
choice. Countries across the world 
have been hoarding up on the 
greenback, assured in the know- 
ledge that the world's biggest 
economy will continue to remain 
so and its currency, a powerful 
and convenient medium of tran- 
saction. Today, things are looking 
a lot less certain. Compared to 
the Euro, the dollar is down 7 
per cent in one year. 

The Indian cro, who had been 
used to a stable dollar and a pre- 
dictable annual depreciation of 
the rupee of about 3-4 per cent 
versus the US currency, was sud- 
denly exposed to the “real foreign 


exchange market” (that is, one that’s volatile and 
unpredictable), Consider how the rupee moved against 
the dollar last year: It started the year at 45.50, fell to 
43.50 by March, shot back up to 46.50 by July, but by 


year end had plunged to 43.50. 
For companies with high 
import and export exposure, it 
was like riding a tsunami. Export 
earners watched helplessly as a 
strengthening rupee ate away their 
profits, and importers were on 
the horns of a dilemma: will the 
dollar get weaker still or recover? 
That directly impacts their cost 
of overseas purchases. “We have 
to live with the high volatility 
now,” says V.S. Vasudevan, CFO, 
Dr, Reddy’s Labs. “It’s a massive 
task and there are no dull 
moments,” declares C. Ramulu, 
Director (Finance) of HPCL, which 
imports oil worth $2.5 billion 
(Rs 11,000 crore) every year. 
How are the CFOs responding 
to their first brush with the real 
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HCL Tech's Narayanan: Profit margin 
targets dictate his dollar strategy 


Rollercoaster Ride 


It's been a rough year for the dollar. 
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foreign exchange market? First, 
by putting in place a clear internal 
control mechanism. Ar HPCL, all 
transactions have to be based on 
actual purchase of crude or export 
of finished goods, hence no spe- 
culation. That helps HPCL not to go 
to extremes in case of a panic in the 
market. Then, CFOs are being mini- 
malists. “We stagger our dollar 
sales and also don’t place huge bets 
in one go," says S.L. Narayanan, 
Corporate Vice President (Finance), 
HCL Technologies, which draws 59 
per cent of its revenues from the 15. 
That helped him resist the urge to 
offload HCL’s dollar holdings last 
March, when fear was the dollar 
would fall to Rs 42 levels. 

How does one decide when to 


buy or sell dollars? *Our timing is based on our margin 
targets," says Narayanan. In other words, fix a margin 
target (how much profit the company should make 
from its projects) and then try to protect it using forex 


deals, so that the company's over- 
all profitability isn't affected. 

CFOs are also trying to reduce 
the effects of forex volatility. One 
way is to have a stream of foreign 
currencies and not just dollar. rr 
companies are trying to do it by 
increasing the non-dollar billing. 
HCL, for example, already has 24 
per cent from Europe (the UK and 
Euro zones), and another 9 per 
cent by way of Australian dollar 
and Asian currencies. 

Another tip: use, like HPCL, 
periods of low-cost premia (for 
forward cover) to reduce overall 
interest cost over the years. 
Clearly, there's opportunity in 
every adversity. You only have to 
keep your eyes peeled and the 
mobile switched оп. Œ 
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The race is on: Poor households in India have a combined income of $378 billion, a lucrative market for companies 


Inverting Attention 


Infosys’ N.R. Narayana Murthy on C.K. Prahalad's latest book, why India is a 
country to watch, and a guide to the Transactions Tax. 


USINESSES, FACED WITH THE FORTUNE AT Too often, the poor are seen as vic- 
B the growing saturation Erro THE BOTTOM OF THE — m5 as people who are completely 

of mass markets, are PYRAMID under the purview of the govern- 
increasingly talking of niche ment and the NGOs. While corpo- 
consumer segments and even By C.K. Prahalad rations have undertaken several ini- 
micro-niches. C.K. Prahalad, Wharton School tiatives as part of their corporate 
though, has taken a refresh- Publishing social responsibility, the private sec- 
ing, original look at the con- PP. 432 tor can also target the poor as con- 


sumer market. His book, The 
Fortune at the Bottom of the 
Pyramid, talks about marketing and selling products to 
the world’s four billion poorest people: the largest 
untapped consumer market today. 

In the introduction to the book, Prahalad describes 
how, in 1997, his initial paper on the topic was 
rejected by major business journals. However, the 
paper was made available on the internet, where it was 
picked up by managers, discussed, analysed and 
implemented. People recognised it for what it was— 
a big, powerful idea. 

The principle behind the book challenges many of 
our pre-conceived notions. The dominant assumption 
in markets is that the poor have little purchasing power, 
and are not a viable consumer base. In the process, cor- 
porations ignore the immense purchasing capacity of the 
‘bottom of the pyramid’ (ВОР) population. In India 
alone, there are 178 million poor households, with a 
combined $378 billion (Rs 16,63,200 crore) in income. 
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sumers, and, thereby, become a key 
player in their development. 

Prahalad presents a strong argument for his case. 
The private sector rarely targets the lower income seg- 
ment. Consequently, the poor often become victims to 
the dynamics of the slums and villages. They fre- 
quently pay a ‘poverty penalty’ for goods and services. 
The author presents the telling example of the slum- 
dwellers in Dharavi, Mumbai. Residents of these 
slums pay a premium of 10 times what a Mumbai city 
resident would have had to pay, merely because they 
are captive to the medication seller within the slum. 
This same ‘poverty penalty’ results in extremely high 
interest rates on loans from moneylenders, a pre- 
mium on phone calls, on water, and even on rice. 
Companies can offer such consumers with more 
choice (and hence, lower prices). Firms can also pro- 
vide the poor with jobs that can turn them into entre- 
preneurs in villages and lift their income levels. 

The author is well aware of the challenges that 


——— 


À 
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corporations face while treating the poor as 
consumers. He offers companies a useful 
framework within which they can target the 
BOP segment. For instance, they have to be 
prepared to educate their BOP consumers about 
the product. Limited access to villages demands 


a shift in thinking on distribution. Companies - 


selling to the BOP can consider turning vil- 
lagers into entrepreneurs to sell the product. 
For example, HLL has introduced Project Shakti, 
which recruits village women, Shakti Ammas, 
to sell HLL products. The concept has intro- 
duced dignity and self-sufficiency for the 
women and benefits the company as well. 
ICICI launched a similar initiative where women 
became involved in the bank's micro-financing 
initiative. Product and process innovations are 
also key requirements. These can compensate 
for the lack of infrastructure. 

If companies are willing to reengineer their 
businesses and products appropriately, target- 
ing this market can reap rich dividends and can 
be mutually beneficial. The book abounds 
with powerful examples of corporations from 
India, Brazil, Mexico and Peru tailoring inno- 
vative and successful solutions to ВОР problems. 
Companies across sectors are offering cus- 
tomised solutions to the poor, and turning 
them into profitable consumers. For instance, 
shampoos, soaps, biscuits and even creams 
are being sold in India in single-serve sachets. 
Such sachets now account for 60 per cent of 
value sales in India’s shampoo market. In Bra- 
zil, Casas Bahia, a consumer electronics firm has 
developed an original credit rating and coun- 
selling system. This enables the firm to provide 
quality appliances to consumers with low or 
unpredictable incomes. The firm has one of the 
lowest default rates in the Brazilian market. 

Prahalad writes with great understanding on 
the problems of doing business in developing 
countries. Businesses cannot succeed in societies 
that fail, and Prahalad presents a winning idea, 
which combines corporate interest with social 
development. In the words of Henry Ford, 
“It is easy to give alms; it is better to work to 
make the giving of alms unnecessary.” 

The poor need not be excluded from the 
benefits of globalisation. An inclusive market 
ecosystem can be created, which can bring 
the poor dignity and choice. Surely, this is an 
idea to fight poverty that is insightful, intelli- 
gent, and extremely relevant. ©! 

N.R. NARAYANA MURTHY 


RISING ELEPHANT TF THERE's A GOOD 
By Ashutosh A any good 
: WAT А 

A) D can do, it's this: use 
Economics 101 to 
twist the ears of Lou 
Dobbs. He of CNN’s 
Tonight show. He of 
Exporting America: 








| Why Corporate Greed is Shipping American Jobs 
. Overseas. Yes, he of the shameless mercantilism that has 


arisen of late in the us. 

nstead, what Ashutosh Sheshabalaya tries in Rising 
Elephant: The Growing Clash With India Over White- 
Collar Jobs and Its Challenge to America and The World, 
is a Jim Rohwer (of Asia Rising fame). Sheshabalaya runs 


_ a software outfit called Allilon, but the former journalist 


in him comes through in his data surge on nearly every- 


_ thing from the software boom, patent filings and M&A 
aggression, to India’s satellite success and Antwerp 
_ takeover. So, if you're Indian, puff your chest. Unlike 


Rohwer, however, he has no overall thesis to help global 


_ observers place it all in an intellectual framework that could 


lend plausibility to his assertion that *...India's rise will 
erode the foundations of Western supremacy”. Or even 
embarrass these so-called ‘Rip Van Winkles’ into dumping 
their “compulsive love of time-warped Indianisms”. 
Come to think of it, much in this book—don’t miss 
the glowering cover—suggests that it's at least part- 


aimed at the local reader in psychic need of nationalist 


bluster. If you prefer an air of modest self-confidence, or 
even Charles Handy’s idea of independence, you may not 
want any of this fussed over (at least not in crude ‘clash’ 
terms). Rather than sit through some chest-thumping 
over the exclusive copyright to Indo-Arabic numerals, you 
may prefer the Hellenistic story of a geek who subjected 
these icons of the times to the indignity of architectural 
application. Globalism has its uses. 


SHARES & W 
SECURITIES [am 
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BACK OF THE BOOK 


Slumming It 


DELHI 

KARIM 

A MEAL FOR TWO: Rs 250-300 

DEEP IN THE ALLEYWAYS OF THE WALLED CITY 
near the Jama Masjid lies Hotel Karim. 
It's one of Delhi's few remaining iconic 
eating establishments that have been 
able to maintain a level of gastronomic 
excellence. In a city bristling with a 
myriad new joints dishing out incamations 
of Punjabi Chinese and now variations of 
Mediterranean food, Karim has remained 
a constant for almost a century with its 
brilliant Mughlai food. 

Getting there is half the experience; 
gone is the city with brand new flyovers 
and a fancy new Metro; this is Delhi as 
it was half-a-century ago. The food, 
however, is fresh, and still as delicious as 
it was then. This restaurant is not a 
place you should visit if you are a 
vegetarian, because while vegetarian 
food is available, this place is all about 
things carnivore. Highly recommended 
are the Burra kebab, Badam Pasanda, 
Sheermal and Phirni. 

KUSHAN MITRA 





MUMBAI 
CRYSTAL 
A MEAL FOR TWO: Under Rs 100 


"ИЛЛА 


LOCATED RIGHT OPPOSITE THE CITY'S FAMOUS 
Chowpatty beach lies another city 
institution—the Crystal. As you walk 
in, the sound of old Bollywood songs 
waft through the air and you are greeted 
by a crowd almost as high-brow as the 
place is low-brow. The place specialises 
in vegetarian Punjabi food, and it attracts 
some of the city's top investment bankers 
and advertising professionals who come 
for the ‘home-cooked taste’ of the food. 
What takes one back even more is the 
price. The single most expensive item on 
the menu, the Paneer Korma, will set 
one back by just Rs 32. 

If you can't choose between the 
Rajmah and Baigan Bharta, may this 
writer suggest that you try the 
‘Unlimited Crystal Thali’, which, at 
Rs 45, is a steal. Whatever you do, 
make sure that you leave some space 
for dessert: both the Kheer and Fresh 
Fruit Cream are amazing. 

ROSHNI JAYAKAR 





Cinnabar Redd 


HYDERABAD 
CINNABAR REDD & BAWARCHI 
A MEAL FOR TWO: Cinnabar Redd 


(Rs 500); Bawarchi (Under Rs 200) 


ООСО 


FINDING GOOD CHEAP FOOD 15 NOT А 
problem in Hyderabad. But where you 
go depends on what you want to eat. 
If it's oriental fare, then you should 
hop over to Cinnabar Redd in the 
tony Banjara Hills area. The name 
of the place is inspired from red 
mercuric sulphide and the colour red 
is also the general theme of the décor. 
Do try out the Japanese Teppanyaki 
and the Thai curries. 

But, when in the land of the 
Nawabs, you have to have good 
authentic Hyderabadi Biryani. Though 
every person has his own favourite 
place, this writer would suggest that 
you pay a visit to Bawarchi at the 
RTC crossroads. The biryani is good 
and the prices do almost no dam- 
age to the wallet, with a jumbo pack 
of Chicken Biryani setting you back a 
mere Rs 190. 

E. KUMAR SHARMA 


SLUMMING IT OUT CHEAP HEALTH 
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Cheap 


Zara Tapas Bar 


Azad Hind Dhaba 


LKATA 
AZAD HIND DHABA & BHOJOHORI MANNA 
A MEAL FOR TWO: Azad Hind Dhaba 
(a n И) Bhojohori Manna 
$ 


Т ТТЛ ГГ 


AZAD HIND, OR KOLKATA'S ‘FIVE STAR’ DHABA AS 
it is popularly known, isn't big on ambi- 
ence. But it makes up in other ways. Its 
clientele includes the city's who's who. 
The lure? Quite simply, its food. You 
can, for example, order a Da/ Tarka, a 
mixed veggie and a chicken, mutton or 
fish curry with naan, roti or kulcha for 
Rs 100 plus some change. And that'll suf- 
fice for two if you're an average eater. So 
be sure to stop by the Ballygunge Circular 
joint when in the city of joy. 

However, if you're looking for 
authentic Bengali cuisine at cut rates, 
then Bhojohori Manna in Mandeville 
Gardens is the place for you. Imagine 
ordering a jumbo lobster Malai curry, a 
Doi/Dhakai/Shorshe Ilish and а Bhetki 
Machher Paturi and then being 
presented with a bill well south of 
Rs 250! Talk of sal(i)vation! 

ARNAB MITRA 


CHE 

ZARA & MALGUDI AT SAVERA 

A MEAL FOR TWO: Zara Р 300); 
Malgudi (Rs 400-500) 


„ленет жетекте жатат 5 


FLAVOUR OF SOUTHERN EUROPE IN SOUTH 
India? That's Zara for you. A Spanish joint 
that even employs a Spanish bartender, 
Zara serves nearly-authentic Spanish food. 
But be warned: the place actively dis- 
courages teenyboppers. So, if you are 
planning to take some young cousins 
along, don't. Not the lightest place on the 
wallet, but it does meet the criterion. If 
you do give it a shot, be sure to check out 
the Croquetas De Espinacas, Spicy 
Chicken Sausages, Prawn Satay and 
Stuffed Mussels. 

But when in south India, do as the 
south Indians do. While there is no one 
'south Indian' food, there is a place 
where you can sample a myriad south- 
em delicacies: Malgudi. The place offers 
a bit of everything from the south— 
Chettinad, Andhra and Mangalore. This 
is the place to go if lip-smacking fish is 
what you want to eat. 

NITYA VARADARAJAN 


The road warrior's rough guide 
to eating cheap—sub-Rs 500, 
that is—in the six metros. 


MTR 


BANGALORE 

KOSHY’S & MIR 

A MEAL FOR TWO: Koshy’s (Rs 150-500); 
MTR (Rs 100-200) 


ООО л л ЛЛ 


OFF ST. MARK'S ROAD IN THE HEART OF THE CITY 
lies Koshy's, a place frequented by the 
rich and famous of this town. Not beca- 
use of its snob value, but for the food. 
Owner Prem Koshy says that his cooks 
can conjure up a thousand different 
dishes, but almost everyone has their own 
favourite. This place isn't for one ih a 
rush, be it a lunch or a Sunday breakfast. 
But the joint's delicious appams and 
stew are worth the wait. As are its Pork 
Curry, Fish n' Chips or Koli Curry Rice. 
On the other end of the gastronomic 
scale, there is the Mavalli Tiffin Room 
(MTR). For 80 years, MTR has retained its 
identity. Why, even the floors have the 
same red-oxide finish. This erstwhile 
snack bar has become a cultural icon for 
the city, and its thick coffee is still the 
best in town. But all this comes at a 
price. No matter what time you come, 
you'll have to wait to get seated. E 
RAHUL SACHITANAND 
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Money 
Talks 


ID YOU KNOW THAT THE 

first known issuers of coins 

in India were not states but 
merchant guilds? Or that when the 
Brits ruled India, there was some- 
thing called the half note, whose 
two parts were mailed separately to 
the recipient to prevent postal 
theft (one would need both 
the parts to encash the note)? 
Or what a Carolina, Anglina, 
or Cupperoon meant to the 
18th century Indian? 

Those and more such fascinating 
monetary trivia went on display 
earlier this month at the Reserve 
Bank of India’s newly-opened 
Monetary Museum. But the col- 
lection of coins, paper currency 
and early bonds and shares is not 
just to feast the curious. The 
museum, while it is meant to docu- 
ment and preserve India’s numis- 
matic heritage, is actually an eco- 
nomic history of the sub-continent, 

told through the wide variety of 
financial instruments encased 
in glass shelves. (By the 
way, a Carolina was a 
gold coin; Anglina, silver 
and Cupperoon, copper.) 

In the Neolithic Age, 
10,000 years ago, the newly 
emerging farm “economy” used 
precious stone axes as the preferred 
currency of exchange. The first 
known coins in India did not 
appear until the 7th century BC. 
Although the Indus Valley civilisa- 
tion of 2500-1750 вс did use seals, 
it is not certain, RBI says, if these 
were in fact used as coins. So, what 
were these first coins? Usually made 
of silver, these were called punch- 
marked coins because different 
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UMESH GOSWAMI 


A pot of gold: The coins and currencies on display aren't just curios; they 
actually tell the tale of the sub-continent's monetary history 


images (of animals and sun) 
were punched on them, one at 
a time. The images, presumably, 
were meant to denote the coin's 
origin and value. 

The coins were, however, more 

than an instrument of trade. They 
spoke volumes of the issuing tribe, 
merchant, or king's prosperity 
and idiosyncracies. Tipu 
Sultan, for instance, had ele- 
phant motifs on all his coins; 
Ali Adil Shah, another 
Mughal ruler, actually issued 
hair pin-shaped coins, called /arins, 
that could also be used on clothes 
or waist belts as fasteners. 

The advent of paper currency 
came as late as the late 18th cen- 
tury. One of the early issuers was 
General Bank of Bengal and Bahar 
in 1773. Although the bank 

enjoyed the support of the 
local government, it was 
unable to make much 
impact and it wound up 





in just two years. The pri- 
vate bank that replaced it as 
an issuer of paper currency, 
the Bank of Hindostan, con- 
tinued to flourish until 
1832, when a commer- 
cial crisis sank the pro- 
moting agency house of 
Alexander and Company. 
There's plenty more about the 
museum that will grip the visitor's 
attention. Interactive kiosks and 
a section on the “idea of money” 
are meant to make the museum's 
treasure trove of informa- 
tion easily accessible even 
to children. So, this week- 
end, instead of doing yet 
another round of your neigh- 
bourhood mall, you may want to 
take your family out to the money 
museum. And those of you who 
don't live in Mumbai, can surf 
through the "galleries" online at 
wwiw.museum.rbi.org.in. 
PRIYANKA SANGANI 


TREADMILL 


USHER, GENES AND INGUINALS 


OME PEOPLE GET UNDULY OBSESSIVE ABOUT GYMMING. I KNOW A GUY 
S at my gym who is possessed about getting well-defined inguinal 

lines to complement his six-pack abs. Inguinal lines? That was 
exactly my reaction till I did some reading to discover that it is the 
ligament running from the hip or pelvis to the pubis. In some 
individuals who manage to get a six-pack, the inguinal lines become 
prominent too. If you’re confused, order Fight Club from your DVD 
library and watch a bare upper-bodied and fabulously ripped Brad Pitt. 
Even a straight guy like me drools over Mr. Рік” abs in that film (Гуе 
watched it thrice). Of course, his inguinal lines make his washboard 
look, umm, very sexy. Or, check out R&B’s whiz kid, Usher. See what 
I mean about inguinal lines? Okay, okay, Usher is just 25 and as Mani’s 
learnt the bitter way, getting a six-pack at 25 is, well, not the same as 
trying for it on the wrong side of 40. 

But back to my co-member who’s obsessed with his inguinals. 
From somewhere that gent has dug out 
info on Usher’s workout. Among other 
things, the singer reportedly does 1,000 
ab crunches every day. So, our friend at my 
gym has begun doing the same. One thou- 
sand crunches. He’s been doing these now 
for a couple of months but I doubt whether 
his inguinals are beginning to show. Why? 
Simply because how your abs will develop 
doesn’t depend only on your workout but 
on your diet, and also on your genes. Sneak 
a peek at the old family photo album and 
check out how your parents looked when 
they were younger. Was your father a lean, 
R&B star Usher: Can mean fighting machine when he was 30 or 
you spot his inguinals? 40? Or was he paunchy and heavy? Your 

mother? Aunts and uncles? You can’t look 
like Usher if your genes are more in the Adnan Sami mould, can you? 

Even so, there’s no harm in trying to get chiselled, six-pack or 
washboard abs complete with a set of inguinals. First, a caveat. 
Regular readers of this column have heard this but here’s a repeti- 
tion: exercising your abdominal muscles alone is not going to help 
you get a flat and ripped mid-section; fat loss happens all over 
the body, not in isolation. That statutory warning out of the way, 
here’s how you could strive to get perfect abs. Exercise your upper 
abs first before your lower abs. Do crunches first and then leg 
raises. Tiring out your upper abs will mean they won't be able to 
assist your lower abs when you do exercises to target your lower abs. 
And what about the inguinal lines? That comes only when you 
get the perfect lower abs. Ask Usher. Or Mr. Pitt. 

MUSCLES MANI 





Write to musclesmani@intoday.com 
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First Day, First Show 


HEN BIG AND FAMOUS CEOs TALK WISTFULLY OF 
M alternative careers, you know that they are 
either joking or just being modest. But when САП 
India's Chairman and Managing Director, Proshanto 
Banerjee, talks regretfully of having missed a career 
in creative arts, it's hard to believe that he's only kid- 
ding. Because Banerjee, GAIL’s boss of less than three 
years and a chemical engineer by education, is a 
big creative buff. The man, who personally super- 
vised the renovation of GAIL’s front office and cafe- 
teria at the headquarters in Delhi, not just dabbles 
in literature, but actually copywrites some of the gas 
distribution giant's advertisements. Besides, he is 
absolutely in love with the movies. As far as possi- 
ble, he catches new releases first day first show, with 
wife in tow. “I enjoy all kinds of movies," he says 
with a disarming grin. But one would imagine that 
it's not just his love of the glamorous that's turned 
GAIL into a go-getting PSU. 


ied di 
Switching Trade 


RIO. SURESH KALPATHI? CAN'T BLAME YOU IF YOU 
don't. Since 2002, his one-time hi-profile software 
services and education business, SSI, had been going 
downhill, and a few months ago, he sold the IT services 
business to Ramesh Vangal's Scandent, leaving him with 
Aptech, which he bought in 2003, and where he is the 
non-executive chairman. With his rr foray flopping, 
Kalpathi has turned to hospitality. Early this month, he 
bought the Ooty-based Dasaprakash Hotel for Rs 18 
crore, as part of his plans of building a chain of budget 
hotels. Kalpathi couldn't be reached for comment 
because he was busy. We'll take that as a good sign. 
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SHIVAY BHANDARI 


SHOME BASI 


Mr. 


| is NOT EVERY DAY THAT CORPORATE ECONOMISTS 
manage a ministerial berth. And in the case of 
credit rating agency ICRA's Economic Advisor, Saumitra 
Chaudhuri, the offer came without asking. Recently, 
he was invited by C. Rangarajan, Chairman of the 
12th Finance Commission, to come aboard the newly- 
constituted five-member Economic Advisory Council 
of the Prime Minister that he heads. “I was pleasantly 
surprised, but felt greatly honoured when Dr. Ranga- 
rajan called up to ask. I immediately said yes,” says the 
50-year-old, who becomes the first corporate eco- 
nomist to enjoy a Minister of State rank consequent 
to this privilege. His new role will entail advising 
the government on key macro-economic issues. 
Clearly, it’s an all-new innings for Chaudhuri. 


Minister 





ino On? 
. Moving On 
" 
F ALL THE EXPAT BOSSES IN INDIA, FEW HAVE HAD 


b jm in India that have lasted as long as David 
Friedman's. The Ford India President & Managing Dir- 
ector came to India more than six years ago, first as VP 
finance, before being elevated to the top job. In those 
three years, this native of Virginia has managed to ens- 
ure that Ford climbs back into some sort of respecta- 
bility. But now, having served ostensibly a double 
tour of duty (Ford shuffles its executives every three 
years), there's a buzz in Ford India that he may soon 
move on to a different assignment with Ford elsewhere. 
The man himself was in Dearborn, Michigan, repor- 
ting back to bosses at the headquarters and hence 
not available for comment. However, it is unlikely that 
Friedman will be asked to serve a third tour of duty 
here. No matter where he goes, the India experience will 
stand him in good stead. For starters, he'll know how to 
make do with just one best-selling vehicle in the portfolio. 


L F | d | 
Е ROUTINELY GETS RATED AS ONE OF THE TOP 10 


LI educators in Us B-schools, meaning that 
when Vijay Govindarajan (or vG) talks, us Inc. listens. 
Come January-end, the Earl C. Daum Professor of Inter- 
national Business at Amos Tuck School of Dartmouth 
College will bring some 50 visitors to India, “to expose 
them to the true marketing potential in India". vG's 
argument: "If their products for India succeed, they 
would succeed globally, even in their own countries." 
One of the most popular professors at Amos Tuck, vG 
is the author of several books and is awaiting the 
launch of his newest (entitled Forget, Borrow, Learn) in 
September this year. VG, who was in Chennai recently 
to visit his mother, calls the book, which is about 
implementing breakthrough ideas, his *crowning glory". 
Given his reputation, there may be more in store. 
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Advantage Nayak 


ID-DECEMBER, THINGS LOOKED PRETTY SHAKY FOR 

Pangal J. Nayak, Chairman and Managing 
Director of uri Bank. That was when parent Uri had 
proposed the cleaving of the bank's top job. But to 
Nayak watchers it was obvious that the former 
bureaucrat wouldn't be amenable to staying on as just 
the MD. Predictably, the plan has been dropped and 
Nayak, who came from uri to head the bank in 
2000, is busy drawing up a new blueprint. *In the next 
two years, UTI Bank will expand its reach to other 
Asian markets and possibly list overseas too," 
says. That's what you call fighting spirit. Œ 
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Applauding the winners: (Left to Right) Santrupt Misra, Director, Aditya Birla Group; Dayanidhi Maran, Union Minister 


for Communication and Information Technology; Pavan Varshnei, Publishing Director, Business Today and Jayant Pendharkar, 
Global Marketing Head, Tata Consultancy Services 


Clash ot me Champs 


The finals of Business Today-Aditya Birla Group B-school 
championship, Acumen, saw the winners of regional rounds slug it 
out in a battle that would have made the gladiators proud. 


HE FICCI AUDITORIUM WAS 55 To, cheer—rather than business success. 
jam-packed. It had the air of х Canon printers and scanners, Van 
a rock concert. And gues- Heusen gift vouchers and Acumen 
sing from the pulse rates— memorabilia, it was all up for grabs. 
one could almost feel But before that, the serious busi- 
them—the audience of mostly B-school ness of getting contest winners. 
students was keen to turn it into one. It First of all, the debates. This, as 
was, of course, the grand finale of the debate moderator Deepak Mukerji 
Br-Aditya Birla Group Acumen quiz- noted, required some real heads to 
cum-debate contest, held in association be put together. Among preliminary 
with Tata Consultancy Services (TCS). 516 topics, ‘The 21st century belongs to 
BT Editor Sanjoy Narayan set off ADITYA India and not China’ had the audi- 








the ‘action’ clapboard with an intro- ence on the edge; the sustainability 
ductory speech noting how big Acumen qv of China's growth was called into 
had become as an annual event—with TATA question, India's own inherent 
102 different B-schools participating— FATA CONSULTANCY SERVICES strengths were extolled and statisti- 
and how well it had established com- cal indicators thrown around to make 
munication with “future readers". For now, many some point or the other. 

were content with the bounty of winning audience The debates saw quite some intensity. Raised voices. 


gifts—as Shivani Wazir Pasrich announced to a big Angry rebuffs. Table thumps. It was all there, as the 
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Top draw: The audience had a stimulating time as the 
contestants went about their task with gusto 


audience watched the verbal com- 
batants in combat. For the debate 
final, we had Aritro Chakravarty 
and Amod Agarwala of пм-Саісика 
ranged against Ambika K. and 
Rakshan Muneer of Christ College, 
Bangalore. The topic: ‘All Global 
Business is Local’. As befits such an 
event, the teams went hammer-and- 
tongs to prove each other wrong. 
Conducted in ‘parliamentary style’ 
(don’t take that literally, though), 
the debate had its fair share of ques- 
tioning and cross-questioning. The 
audience also rolled up its sleeves for 
the verbal slugfest, trying to clobber 
some argument or the other. Some 
points made their way above all 
the din. For instance, IIM-Calcutta 
argued that every single business 
has to adapt at least its marketing 
function to different geographies. 
Christ College argued that the 
very concept of business, that of 
exchanging goods or services for a 
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Let the battle begin: Chief guest for the evening, Union 
Minister Dayanidhi Maran, gives a go-ahead to the quizzes 





Engrossed: Minister Dayanidhi Maran (R) with Aditya Birla Group's Santrupt Misra 


consideration, remained the same 
everywhere across the world, and in 
the age of globalisation and uni- 
versalisation, all it took was minimal 
adaptation to do business anywhere. 

That was it; the winners were 
to be declared at the end of the 


evening’s proceedings. For now, it 
was time for Roshan Abbas to take 
centrestage for the quiz contest. 
Seated around him were the four 
contesting teams, the winners of 
the four zonal rounds: Indian 
Institute of Foreign Trade (ПЕТ), 
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Skyline Business School 
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bt event 


“We are absolutely delighted and proud at IIM-C. We congratulate ВТ and Aditya Birla Group for 
fostering a culture of debate, especially since in the age of information revolutions, we sometimes 
get carried away by facts and figures without analysing them through structured arguments” 

Anup Sinha, Dean (Programme Initiatives), IIM-C 


Making a point: Debate champs A 





“It was exhilarating to win, especially since some of the debates went 
to the wire. | reckon you need extensive cross-disciplinary reading, 
strong analytical skill, ability to think on one’s feet, and 

command over the language” Amod Agarwala 


“The ‘Acumen National Champion’ sure sounds good. | think the most 
important thing is to take chances—and by that | mean, the 
relentless spirit of participation. Fate seems to like people who put the 
ball in her court...” Aritro Chakravarty 


DITYA BIRLA 





right temperament to quiz, which is maintaining composure when you 
are not winning and not bothering about the end result” Amit Didolkar 


“It feels ecstatic. It has come as a great morale booster, and the diffi- 
cult goals will feel more achieveable now. Extensive reading is the key 
to becoming a good quizzer. Books are your best friend” Prasad. Shetty 
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New Delhi (North), Jamnalal Bajaj 
Institute of Management Studies, 
Mumbai (West), iM-Calcutta (East) 
and пм- Bangalore (South). 

What followed was 60 minutes 
of drama and excitement, with 
the lead frequently changing 
hands, before ПЕТ managed to 
crack a high-value question by 
correctly identifying the face of 
Naina Lal Kidwai (with little more 
than 10 per cent of her face visi- 
ble). But that wasn't the only fun 
question. Do you, for instance, 
know what ‘hole in the wall’ ban- 
king is? Well, ATM banking. And 
how did the term ‘fly-by-night’ 
come around? In the golden days 
(rather nights) of sailboats, the 
‘fly’ was the name of a big sail 
that ships used at night. 

By the end of the competition, it 
was pretty clear that ПЕТ, repre- 
sented by Dev Anand Menon and 
Chandan Mohanty, had stormed 
past the finish line, with the team of 
Dhananjay Shettigar and Amit 
Pandeya from Jamnalal Bajaj close 
behind (finishing second). 

Following the quiz, it was the 
turn of the evening's chief guest— 
Union Minister for Communication 
and Information Technology 
Dayanidhi Maran—to give away 
the quiz winners’ prizes. But wait, 
there was another quiz contest to 
be fought. Yes, the alumni quiz. 

The four teams took their 
places, and Abbas got back to 
work again. This time, quizzing 
working graduates of B-schools. 
The rounds, as always, had rather 
innovative titles (“BT Cover Story’, 
‘Aditya Birla Diversified Portfolio’ 
and the “rcs Tech Bytes’, for exam- 
ple). Some of the questions sure 
served to pickle the mind. Did 
you know that the term ‘Bug’ was 


“We are happy for the boys. They have done the institute proud by winning the biggest 
and most recognised B-School Quiz. They are perfect examples of the institute's core values, 


‘Excellence and Leadership" 


first thought up by Thomas 
Edison? Or how about this... What 
is common to the actor Paul Muni, 
the Japanese delicacy Sushi, the 
Australian national anthem Walt- 
zing Matilda and Chinese ‘Junk’ 
boats? Well, they are all names of 
various types of bonds. 

The enthusiasm in the hall was 
evident in the cheering. All the 
more so because the final score put 
the two top teams in a dead-heat tie. 
This prompted the quizmaster to 
pick up an audience question and 
hurl it at the contestants as a tie- 
breaker. It was a buzzer question, 
and Prasad Shetty of Pidilite and 
Amit Didolkar of Wipro were 
quicker to the buzz with an identi- 
fication of the original name of the 
Chevrolet Spark (it was the old 
Daewoo Matiz). 

With that nail-biting finish, 

“Wazir Pasrich announced the prize 
giving. Business Today Publishing 
Director Pawan Varshnei was joined 
on stage by BT Editor Sanjoy 
Narayan, along with Santrupt Misra 
and Pragnya Ram from the Aditya 
Birla group, Jayant Pendharkar from 
Tata Consultancy Services and Val 
Clulow from the Australian College 
Swinburne in Melbourne. IIM- 
Calcutta was declared winners of 
the debate, and the quiz winners 
were known'to everybody. 

The winners of the Quiz, Debate 
and Case Game competitions, the 
last being won by Joydeep 
Mukherjee of the Vinod Gupta 
School of Management at IIT- 
Kharagpur, all won, among other 
things, a summer course at 
Swinburne. The runners-up got a 
new Kinetic Laser motorcycle each. 

With that, the third edition of 
Acumen drew to an uproarious 
close. Until the next. El 


Prabir Sengupta, Director, ПЕТ 
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“Winning the BT-Aditya Birla-TCS Acumen is every B-school quizzer's 
dream. It felt swell. Visualising your goal gives you the aggression. Post 
win, the reality of course; is much more pink-hued” Dev Anand Menon 


"It's a dream come true for me. | can't express the feeling. A win of 
this magnitude gives you the ‘can-do’ attitude. | have competed 
against India's quizzing elite and come out trumps” Chandan Mohanty 


End game: | 
School Of ! 


nor 


Shivani Wazir Pasricn loot 


“Feels great. All the hard work is finally paying off. This win gave me a 
lot of high quality exposure, and | think it is an asset that will remain 
with me throughout my career” Joydeep Mukherjee 
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SHIVAY BHANDARI 


Create More Leaders 


RANA KAPOOR, Managing Director and CEO, Yes Bank 


EADERSHIP I$ INTEGRAL TO ENTREPRE- 
neurship. An entrepreneur continu- 
ously seeks to innovate and create 
value around perceived opportunities. He has 
the ability to foresee opportunities ahead 
of the curve, manage risks and create capi- 
tal—human, financial and social. Leaders 
must do the same. 
Leadership is about making winning 
contagious; leaders must develop a strategy 


| so that the successes grow not one by one, 


but exponentially. Also, to generate pas- 


sion in an organisation, I believe one has to 


create early wins. It helps to make achievers 
out of people. The focus must be to build 
organisations that actively promote inno- 
vation, and where structure, management 
and processes are adapted to gain the 
required agility, creativity and drive to act 
profitably upon well-defined opportunities. 

The function of a leader is to create more 
leaders, not mere followers. Leaders have 
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to empower employees to act and deliver 
on the organisational vision. Leaders need to 
execute through inspiration and develop net- 
works through well-aligned relationships. In 
my judgement, human capital creation focus- 
ses on the economic behaviour of individuals 
and on their accumulation of knowledge 
and skill, which enables them to increase 
their and the organisation’s wealth and pro- 
ductivity. Sound investment in human capi- 
tal multiplies individual and collective eco- 
nomic returns and is essential for one's orga- 
nisation to achieve its goal. 

Innovation is a key driver in the fast 
evolving market dynamics of today. Leading 
innovation is a challenging process. One 
needs to encourage expansive, out-of-box 
thinking to generate new ideas. 

I follow an ‘easy-tight’ leadership style 
‘easy’ for innovation and ‘tight’ for execution. 
And lastly, I believe in "stretch'—driving the 
frontiers and inspiring on moving ahead. Ul 
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From The Editor 


E'RE BULLISH ABOUT THE INDIAN STOCK MARKET. 

In the unlikely event that you didn't notice it, 

our cover screams it. Since its peak of 6,696 on 
January 4, 2005, the Sensex has fallen by around 600 
points. Why are we still bullish? I could list many more 
than just five reasons, but the five that Chief Analyst 
Narendra Nathan focusses on form the bedrock for our 
conviction that there will be a sustained uptrend in 
stock prices. As our cover story explains, in the backdrop 
of stellar corporate performances, stock valuations are 
comparable to 2002 levels, a clear indication that the 
market is still very favourably valued for investors. 

Besides, the Indian stock market has broadened 
considerably. There are many more stocks with market 
cap of $1-5 billion (Rs 4,400-22,000 crore) than there 
were five years back and with the listing of more large 
companies expected in the next few months, this will 
only increase. As the number of large cap stocks grows, 
so do investment opportunities for 
global investors. Then there's the 
expectation that 2005 will be a 
year of corporate activity: M&As 
(impending bank mergers are an 
example) and increased capital 
spending by companies as existing 
capacities get used up. These are all 
upbeat factors that will influence 
investments in the stock market. 
All these plus more make for a year 
when (barring unforeseen events or circumstances), 
you could expect the Sensex to rise and rise. 

Everyone seems to expect a ‘dream budget" from 
Finance Minister P. Chidambaram this year. The problem 
with such hype is obvious: the actual event often belies the 
hype. While we all hope Budget 2005 will not disappoint, 
in Rule Of Three (page 54), Assistant Editor Ashish 
Gupta reports on how PM Manmohan Singh, 
Chidambaram and the Planning Commission's Deputy 
Chairman Montek Singh Ahluwalia have managed the 
political variables (read the Left) to push through their 
economic agenda (read reforms). Among the trio's 
achievements are tax reforms (imposing VAT), a boost to 
infrastructure and FDI (abolishing Press Note 18) and 
facilitating bank mergers. So don't be surprised if Budget 
2005 is indeed a dream budget—despite the hype. 

Meanwhile, at Reliance Industries, which announced 
its third quarter results recently, profits are up and 
investments, including those in telecom, are kicking in. But 
as Senior Editor Brian Carvalho reports (Moving Around 
In Circles, page 50), the fight between the two Ambani 
scions is still on, with Anil Ambani unleashing a 500-page 
tome on corporate misgovernance at the Rs 1,00,000- 
crore group. Will the Ambani brothers reach a settlement 
soon? Your guess is as good as ours. 
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Small Is Not Beautiful... 

...or profitable. The topography of the Indian 
IT services space could prove inhospitable for 
start-ups. 


Fat Pipe Redux 

BSNL and MTNL’s broadband play may 
impact everything from PC penetration 
to e-learning. 


Reinventing Computing For 

A Broadband World 

Internet pioneer Rajesh Jain on how broadband 
will change computing. 


Claiming Biotech High Ground 
If Shantha Biotechnics is to make it big by 
2008-09, it will have to make 2005 count. 


The Next Bangalore? 
Coastal city Mangalore is giving its more famed 
counterpart a run for its money. 


Policy Watch: Synergy In Energy 


A good concept on paper but fraught with perils. 


Budget 2005 Primer: Crystal-gazing 
A peep at how Finance Minister 

P. Chidambaram’s promised “dream 
budget” looks. 


Good Times Ahead 
The Board of India Today Economists (BITE) 
strikes a bullish note. 


The BT 50 Index 


Q&A: Craig Branigan 

The Chairman & CEO of Landor Associates 
speaks to BT on how branding can make a 
big difference. 


Dilbert 


A Bypass For Rs 10 

That’s what ICICI Lombard, Biocon and 
Narayana Hrudayala are charging for a medical 
insurance scheme. 


Q&A: Ashim Dasgupta 
The Chairman of the Value Added Tax (VAT) 
committee dwells on the new levy. 


The Fairest Of Them All 
The I-bank league tables are out. Find out 
what they say. 
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Moving Around In Circles 
Corporate governance may stink 
at Reliance, but how will it affect 
the proposed settlement between 
Mukesh and Anil? 


The Rule Of Three 

In eight months in office, Messrs Singh, 
Chidambaram and Ahluwalia have proved their 
ability to manage political variables to suit their 
economic agenda. 


Indian Aviation's Take Off 
An ‘open skies’ policy and an 
impending explosion of 

low-cost carriers mean a boom 
like never before for the 


The Brothers Ambani 





airline industry. Yet, there’s >< ` аһ 
plenty that can go wrong. Explosion in the skies 
Spectrum Wars 


With the government set to 
announce its spectrum policy, 
rival telco camps are lobbying 
furiously to put one over the 
competition. At stake: the 

future of third-generation mobile 
services in India. 





Telecom soap opera 


Agri Giant, Food Pygmy 

An ACNielsen Global Services study paints the 
Rs 22,513-crore Indian F&B market in anaemic 
colours compared to other emerging markets. 
Marketers’ short-sightedness, not the consumers’ 
diverse needs, ails the market here. 


102 It’s Showtime, Folks! 


Animation is a $70-billion global opportunity— 
a big reason why studios are popping up all 
over the country. But already a shortage of 
talent and capital is threatening this happy story. 





COVER STORY 


42 Five Reasons The Sensex Will 
Still Touch 7,500 


Despite short-term volatility, the long-term 
fundamentals of the India story are still intact. 
and the Sensex is poised for even higher levels 


in the not-so-distant future. 
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Krishna Maruti's Ashok Kapur 


128 Seating Pretty 


In just about a decade, Krishna Maruti’s Ashok 
Kapur has built India’s only car interiors group. 
Here’s how he did it. 
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acknowledged, a book of alternate knowledge, 
and the story of Ranbaxy. 
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‘share-of-appetite’ trends that F&B professionals cannot 





afford to miss, but also junks some preconceptions of the Indian palate. 
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a Flat TV. What makes you 
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Mutual Funds? 


Along with every Mutual Fund comes a team of experts 
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Ideal for: Presentations * Resumes * Inkjet and Laser Printing * Project Reports * Corporate and Personal Letterheads 


Cantart 


The Right Model 
Apropos your cover story Family 
/alues (BT, January 30, 2005) the 
timing of the story was just perfect. 
To my mind, the model 
followed by the Muru- 
gappa Group, and to a 
certain extent, Ranbaxy, 


Best letter wins 
a HIDESIGN travel bag 


from 
8 


pibes 


JK PAPER LTD. 


Creating lasting impressions 





where professionals have been 
inducted to run the business, is 
the one that other businesses 
should emulate. Despite all the 
brouhaha over Indian companies 
going global, we will never be 
globally competitive if public com- 
panies, such as Reliance, continue 
to display such immaturity in 
managing their affairs. 


Р { 


Your cover story Family Values 
(Br, January 30, 2005) made an 
interesting read but shed no light 
on the woes of small investing 
communities, which suffer most 
during owner-family feuds. The 
government should step in through 
its regulating agencies and profes- 
sionalise the management by sepa- 
rating it from controlling interests 
if succession plans are not clear or 
are in dispute. This may prompt 
the owners to draw their inheri- 
tance plans well in time. 


Gl A, тои e-mail 


Applying 


for your 


Dream Job? 
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e Ambani feud has turned. 


spotlight on other ki 
business families that ha 
mare than one heir. M ich 
are these and what are they 
doing to prevent them. i 
from falling out? 





Apropos your cover story Family 
Values (BT, January 30, 2005), it 
proved that Reliance is only one 
side of the coin. On the other side 
we have Dabur, Essar, Ranbaxy 
and the Munjal family who have 
truly upheld the legacy and the 
vision of their founders. 

Golden Opportunity 

This refers to your story Here 
Comes The Smart Tag (BT, January 
30, 2005). RFID is undoubtly going 
to revolutionise supply chain mana- 
gement. India has already geared 


Chennai 


2R522R10 » marketing @ikmai 


up to provide the hardware and 
software requirements, and Indian 
manufacturers are going to play an 
important role in bringing RFID out 
of this chicken-and-egg syndrome. 
This is a golden opportunity for 
India, and the country looks all set 
to meet this challenge. 


Ю.К. PRADHAN, through e-ma 


Blocked Road 

This refers to The BRICS Dream 
(BT, January 16, 2005). In the 
Indian ‘brand’ of democracy, all 
parties have indulged in unabashed 
vote bank politics, have resorted to 
quick money making and have 
clearly come in the way of deve- 
lopment. This reality is proving to 
be a costly millstone in develop- 
mental efforts and the sooner it 
is addressed, the better it will be. 
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Correction 


Revenues of Indiabulls Financial 
Services for the first nine months 
of 2004-05 are Rs 98.62 crore 
and PAT Rs 32.78 crore, and not 
Rs 78 crore and Rs 23 crore respe- 
ctively, as published in The Cha- | 
rge Of A Little Bull (Br, January 
30, 2005). The error is regretted. 
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Introducing the new IBM eServer i5. A server that can run IBM i5/OS, IBM AIX 5L. Windows and Linux — all at the same time 
So it's like having four servers work for you. You can effectively streamline your IT infrastructure and focus your resources on your 
business. And that's a big help іп the on demand world, where you need to respond to your customers, now. 15: simplify 


• Runs 4 operating systems simultaneously • Advanced virtualisation technologies • Capacity on demand « POWERS processor-based 64-bit technology • Integrated for easy management 


Call 1600 443333 or go to ibm.com/shop/in 


IBM, the IBM logo and the On Demand logo are registered trademarks or trademarks of International Business Machines ( orporation in the US anc 
Service marks of others. © 2004 IBM Corporation. All rights reserved 


ON DEMAND BUSINESS" 








Ending Metropolitan Escapism + 


Е THERE'S SOMETHING WORSE THAN WAKING UP ONE bonus factor), and if it has any sense, Bihar should be 
fine day as a giant beetle to find that turning busy noting down lessons. 
around is an ambition of gigantic proportions in Bihar, after all, is famously rich in terms of 
itself, it’s waking up as the state of Bihar to find that mineral resources, and boasts of tourist destinations 
turning around is an ambition so big that it cannot be that actually have something to show beyond the 
entertained without going in for a sanity check. mere historical resonance of the sites. It is, in short, 
If you agree with that, welcome to the club. a state in which the world ought to be interested. 
The club of Metropolitan Escapists. You probably Mobilising resources is the task, and if that scares 
live in one of India's metros, watch confetti- some investors off, it also means that those who 
laced news beamed live from Pennsyl- T dig in stand to make better returns (the 
vania Avenue, and have ‘Bihar’ stored courage premium). This is also largely 
іп the ‘eeegad!’ recesses of your true of Jharkhand, which, since having 
subconscious, the part that’s been carved out of the larger Bihar, is а 
inhabited by other skin-peel- still trying to find a way to make the d 
ing elements of what a psycho- most of its natural endowments. 
analyst would term your repressed Before any of that happens, how- 
self. Well, sorry for this rude- ever, the stand-offish stance of the 
ness, but sometimes, you'll admit, federalists may have to be done 
India in all its actual starkness away with. While the competition 
merits attention. theory sounds good on paper, it 
Bihar is India's poorest state in does not address the issue of 
terms of income. Ít is on its way to dropouts. Bihar, in all its anarchist 
the polls. Now, Patna may be the las glory, is something of a dropout from 
thing on your mind. But India's success development model urban India is 
as a country, remember, will come to t suing. Metropolitan city slickers don't 
measured as much by the lives lived by а damn about the state, and the state 
its worst-off as by the lives lived by tends to return the compliment. It 
the well-off. Pataliputra, and later expresses itself in the mutual cari- : 
Sasaram, may have held enormous caturisation. This could go on, but is 
administrative power hundreds of not sustainable. At some point, as a 
years ago, but current-day Patna matter of enlightened self-interest, 
holds power for a rather quaint rea- dia must engage the state in an 
son: its quality-of-life gauge reflects -eürnest dialogue of prosperity—and this 
on the entire country. can only happen if the rest of the country 
That should not be the case, you drops its apathy and begins to engage 
might protest, in a federalised system of Bihar instead of alienating it. 
governance, with each state guiding a India needs to operate as a country 
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sizeable chunk of its own economic des- greater than the sum of its parts, rather than 
tiny. Also, the idea of enhanced federalism is to |f the uneasy jigsaw it sometimes looks like. This is 
allow inter-state competition to kick in, with the Ў not a suggestion that India go back to an over- 
success models of leading states adopted by the lag- weening Centre dictating the grand national agenda 


gards. Haryana, a relatively prosperous state that is to every state. Regional reflexes tend to vary, and 

also going to the polls, has pursued a fair range of decentralisation of decision-making helps hold all of 

market reforms: downsizing government, cutting іс together in a broad framework of national 

local taxes, easing business investments and so оп endeavour. This is a recommendation that every 

(even if tawdry power play and electoral populism state get serious about talking prosperity and its À 
have made a comeback, lately). Further reforms democratisation, the sort that transcends the iden- | 
could make ‘the green state’ enviably competitive in tity schisms of the past. This pressure must come 
attracting investment (proximity to Delhi being a from electorates all across. 
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A sound engineer in every seat. 


HP technology helps sound engineers at the 
Sydney Opera House anticipate how every concert 
will sound. Then using wireless HP Tablet PCs, 
sound levels of an amplified concert are optimised 
from anywhere within the theatre, even during a 
performance. So wherever someone sits in the 
audience, their ears will have the best seat in the 
house. www.hp.com/in/plus sydneyoperdhouse 
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When Small Is Not 


eautiful... 


or profitable. The new topography of the Indian IT services space t 





ett 


could prove inhospitable for small and mid-sized enterprises. 


HE BENEFITS OF SIZE ARE BECOMING APPARENT IN THE 
Indian rr services space. The trend first manifested itself 
in the early years of this century when the industry 
| was not doing too well, courtesy a slowdown in IT 
spending by Us companies; in one of those cruel paradoxes, it has 
become more significant with the revival of the industry's fortunes. 
II through those lean years, entrepreneurs with dollar-, sometimes 
iDAQ-dreams in their eyes consoled themselves and cheered their 
troops with stories of how they would do an Infosys, Wipro or 

Satyam once things looked up for the industry. Alas, things have 


: was driven home again in recent announcements 
financial results by India's three largest IT services firms TCS, 
nfosys and Wipro. For the nine months ended December 31, 
004, all three grew revenues and net profit by over 40 per 
ent with Infosys registering the maximum growth in the first 
46.78 per cent) and Wipro, the most in the second (59.93 per 
ent). Estimates from India's National Association of Software and 
ervices Companies (Nasscom) project that the country will 
-export around $16.3 billion (Rs 73,350 crore at the current 
exchange rate) of software in the 12-month period that will 
end on March 31, 2005. If the three biggies keep up their rate of 
growth, they will account for about 31 per cent of that. Include 
the likes of Cognizant, HCL Technologies and Satyam al 
with the big three, and the figure rises to over 42 per cen 
This magazine reckons there are some 10,000 software com 
panies in India (Bangalore, according to the Software 
Technology Parks of India, stri, has 1,400); ergo, t 
remaining 58 per cent is carved up among 9,994 compani 
If the current trend continues, the share of the bigge 
companies will only grow; that’s because mid-sized com 
. panies such as Mphasis, iGate and Polaris are faltering; fo 
| the nine months ended December 31, 2004, iGate grew its 
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PINAKI PAUL 


Size Matters 


Revenues 
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Infosys Wipro 


Revenues 





: Mpha : 
“Excludes a one-time other income of Rs 14.34 crore earned in the third quarter of the 
current fiscal 


_SMALL COMPANIES 
Revenues Profit After Tax 
бз їй Т i dm m 
х „е 8 2 ai 
Б B =: 
Sonata Geometric KPIT Sonata Geometric KPIT 
Software Software Cummins Software Software Cummins 


All numbers are for the nine months ended December 31, 2004. Comparsions are for the 


period of previous year 
m 2003 m 2004 A Year-on-Year growth in per cent 
Figures are in Rs crore 


revenues at 0.4 per cent and Polaris’ net profit declined 
by 9 per cent. “What is remarkable is that while the 
elephants have learnt to dance, it is the mid-sized 
firms that have stumbled,” says Avinash Vashishta, 
Managing Director, neoIT, a firm that counsels 
companies on offshoring. Vashishta’s metaphor is 
only partly right; the big Ir companies may be 
elephants, but they were born with dancing shoes. 

The CEO of one of the Big Three believes that 
companies like the one he heads “are reaping the 
benefits of a virtuous cycle". T.R. Venkatesh, Dean of 
Bangalore's ICFAI Business School, concurs: “If you are 
looking to outsource to India, you would rather 
partner with somebody who has a track record and 
already works with your peers.” 

Not everyone shares that point of view. “You 
have to remember that Indian rr services firms have 





barely captured 2-3 per cent of the worldwide market,” 
says Phaneesh Murthy, CEO, iGate. “There is plenty of 
room for newer players to become leaders.” “It would 
be wrong to assume that this pecking order is perma- 
nent,” adds Ravi Ramu, Chief Financial Officer, 
Mphasis BFL. “Whoever is able to disrupt this existing 
structure with a better model still has a chance; the 
door may have been shut, but there is still a window of 
opportunity." Ramu's remarks on differentiation are 
germane to this discussion—Cognizant, which hopes 
to end the 12 months ended December 31, 2004 (it 
will declare its results on February 10) with $581 
million, around Rs 2,556 crore in revenues, bucked the 
trend by basing its HQ and front-end in the Us, and its 
development centres in India well before India’s rr 
services majors realised the importance of a strong 
front-end—but the options for differentiation are 
limited. And the window is shrinking. 

REPORTED BY VENKATESHA BABU 


UNIQUENESS > 


Hence The Difference 


HANEESH MURTHY, CEO, 
iGate Global Solutions, 
is working on something 
that he hopes history will 
remember him by, a busi- 
ness model called ITOPS, 
short for Integrated Tech- 
nology and Operations. It 
is different from the way IT 
services companies usually do business in that 
pricing is based on the value of the transactions 
done (and the impact on the client's revenues), 
not man-hours. Murthy believes the big IT com- 
panies in India will find it difficult to emulate 
this model given their unwillingness to integrate 
their high-end IT consulting business with low- 
value BPO operations and their preference for 
predictable revenue streams. “With ITOPS, 
your revenues are linked to the client's reve- 
nues," he explains, adding that iGate recently 
added two new clients—a US mortgage bank 
and a British insurance brokerage firm—only on 
account of the new model. 
SAHAD P.V. 





A handful of companies will account for over 42 per cent of the $16.3 billion of 
software India will export in the 12-month period that will end on March 31, 2005 








FEBRUARY 13 2005 BUSINESS TODAY 15 












ssive broadband play could have an impact on 


everything from : C penetration to e-learning. BY ЗАНАР P.V. 


C's assumption that India will have 10 
million broadband. customers by 2010, 
-> while the government believes that it will 
have 20 million. The big picture: broad- 
: band will boost labour productivity by 
-. 11 per cent, generate an additional 1.8 
million jobs (indirectly), and help launch 
new businesses apart from increasing 
efficiencies across existing ones. 
The immediate impact will be felt 
by hardware makers: “The demand 
for pc and pc-like devices will soar,” 
predicts Rakesh Bakshi, Director (Law 
-and Corporate Affairs), Microsoft 
- India. Most people expect the installed 
base of PCs in India to zoom up from 
the existing 14 million, although tech 
evangelist Rajesh Jain (see his column 
on page 18) believes that broadband 
will affect the computer industry in a 
more fundamental way. *Broadband will 
reinvent the architecture and business 
model for computing," he says, adding 
that the desktop will give way to new 
and simpler end-user access devices. 
There is also talk in some quarters of 
the imminent broadband boom engen- 
dering demand for everything from 
entertainment and online education to 
games and telemedicine. Given that BSNL 
and MTNL are using good old copper 
pipes—great for voice and data, but not 
so for video and the like—that could 
take some time. “It’s a good starting 
point,” admits A.K. Sekhar, Country 
Sales Manager (broadband communi- 
cations sector), Motorola India. “It will 
take care of the high-speed delivery of 
data, but it is still not clear how video will 
be delivered.” Still, it’s a start, and how! 


ESPITE PREDICTIONS 

by technology-optimists that 
wireless and satellite-based broad- 
band will outpace the optic-fibre and cop- ^ 
per-based one, in terms of growth and absolute 
numbers, the world over, it is the latter that have 
prevailed. One reason for that could be problems 
associated with last-mile access; for some time, 
India's telecom regulator Pradip Baijal has spoken 
of unbundling the last mile, something that - 
would require companies such as MTNL and 
BSNL, with a huge installed base of fixed-line ? 
connections (44.76 million at last count), to: 
carry broadband services of other telcos for a : 
carriage fee, but that hasn't happened. Another 
could be that old culprit, cost. 

This (the domination of fixed-line broad- 
band) could explain the reaction to the launch of 
broadband services by telecom monoliths Bharat 
Sanchar Nigam Limited and Mahanagar 
Telephone Nigam Limited, the first branded 
DataOne, and the second TriBand. Promising a 
speed of 256 kbps at less than Rs 500, the launches 
have already provoked their first competitive reaction: 
Bharti Tele-Ventures has slashed its own rates for 
broadband, launched services in Uttar Pradesh, and will 
soon follow suit in five more states. By March 31, 
BSNL’s DataOne services will be available in 200 
cities. *We have received 70,000 applications in the 
first week alone,” boasts A.K. Sinha, Chairman and 
Managing Director, BSNL. MTNL is also “receiving a 
good response", adds Nripendra Mishra, Secretary, 
Department of Telecommunications, who receives a 
daily report on the progress of the two broadband 
offerings. And already tech wonks are gushing about 
how things will never be the same again. 

Confederation of Indian Industry, CH, India's most 
powerful industry lobby, projects that between 2010 
and 2020, broadband will add $90 billion (Rs 3,96,000 
crore) to the Indian economy; the estimate is based on 
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Technology that’s 
reliable, for me that’s 
Amkette 


Today everyone's using Amkette. Reason is, our customer- 
focussed storage products. After all, this is what won us the 
coveted position of India's No.] media company. At 
Amkette we work very hard to bring you the most 
technologically advanced products, tested under very 
tough international quality standards. No wonder we are 
tried, tested and trusted by millions everyday. Go ahead, 
isk for any Amkette storage media. And give your 


computer the quality it deserves. 


If you use DVD-Rs and CDRs/ RW's 


not only gives you over 100 yeors of shell life but also protects your precious data from heat, hur 


DVD-RWs DVD-Rs CD-RWs 


for critical applications such as data backup, data orchivol 


CD-Rs 


When Reliability Matters 


Amkette House, C-64 / 4, Okhla Phase Il, New Delhi - 
26384193, 26389876/7 Ahmedabad: Tel 

Tel.: 080-5591315 
Cochin Ph: 09 
Kolkata: Tel.: 033-22 
2273481 Mumbai: 022-2687148 ; 
Udaipur: Tel.: 0294-2440586, 2440150, 2440156 


947 Hyderabad: Tel.: 040-23221¢ 


Mini CD-Rs 





Diskettes 








COLUMN» 


HE YEAR 2005 MAY WELL BE THE 

year of broadband in India. 
Or so it seems. With BSNL and 
MTNL launching services across 
India, other players are getting 
ready for a price war. But we still 
have two important hurdles to 
cross before broadband replicates 
the heady growth of mobile 
phones in India over the past five years: the cost 
and complexity of computers. 

Ten years after VSNL launched commercial internet 
operations in India, broadband promises a major 
upgrade. It is all set to usher in a variety of services 
across entertainment, e-governance, telemedicine, 
education and software applications. For us to realise 
the true potential of broadband connections, we will 
need to first rapidly ramp up the installed base of 
computers in India from the present 14 million. 

Computers comprise hardware and software. Even 
as the hardware is becoming more affordable (a 
low-end computer will cost about Rs 15,000), software 
costs have risen as a percentage of the total outlay. So 
far, many in India have used piracy or non-consump- 
tion as solutions. Both are not good enough to boost 
usage and build a software and content developer 
ecosystem, which increases the value of the computer 
by making more services available to end users. 

Besides the affordability of the full solution, the 
other issue that needs to be tackled is that of mana- 
geability. Viruses and spyware have made life difficult 
for less savvy users. Backing up data from one’s desk- 
top is not something that comes naturally either. 
Support, especially for home users, is not easy to get 
from the vendors. 

If broadband has to boom in India, the computing 
industry will need two innovations to reinvent both its 
architecture and business model. After all, what will 
people do with fat pipes without affordable and mana- 
geable access devices and a variety of services? 

To reinvent computing architecture, we need to 
take a leaf out of the industry’s past in centralised com- 
puting and create zero-management access devices. 
Think of these as “thin clients”. To build these multi- 
media-enabled network computers, move the guts of 
today’s personal computer (the high-end processor and 
the storage) to the server, and replace it with the 


г Computing For Broadband 10° 


innards of a mobile phone (with a low-co 
and limited memory). The “thick server” del 
tual desktops to users over broadband co 

This server-centric computing mode 
advantages. First, the access device can 1 
matically simplified and has the potential t 
cost to about Rs 3,000. (Keyboard, mous 
tor would cost an additional Rs 4,000). 
computers require no maintenance and 
easily bundled with the connectivity ^ 
worry of house (or office) calls for sup 
piracy will be eliminated since all software 
is delivered via the server, and can be co 
monitored by the service provider. 

The second innovation needed is on 
model. Instead of asking users to make ur 
ments, computing needs to become a utili 
on monthly subscriptions. Mobile phor 
cable TV watchers are familiar with the р 
model. This reduces the entry barrier 
for new users and provides a full so 
affordable price. 

Using thin clients and server-centric « 
should be possible for service provide 
bundle including broadband connectiv 
port for no more than Rs 700 per user | 
which is about what is paid by most mobil 
in urban India. This is the point where cc 
take off and spur the creation of a wide з 
vices, making broadband a catalyst for tr: 

The next platform will consist 
computers as zero-management acc 
ubiquitous broadband networks, serve 
puting and storage grids as the unde 
structure, centrally accessible services 
hosted software and content, and a uti 
cription-based payment model. 

This utility computing framework als 
building blocks for a unified digital i 
capable of supporting computing, cor 
and entertainment, and facilitating th 
next-generation utilities. Just like pres 
which brought transportation, water, ¢ 
telecom to transform the lives of the mass 
utility has the potential to realise the hic 
of today's forgotten masses not just in 1 
in other emerging markets. 





Rajesh Jain is MD, Netcore Solutions. He can be reached at rajesh@netcore.co.in. His weblog is at www.em 
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There are still some 


eventualities 


we haven't considered. 
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2 Tor К: ven X 
steroids, our connectivity solutidns -arewlmost 100% disaster proof. «^ 
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know that missior critical business applications must be always on. 
. Tata Group's telecom operations that is both, Vast and expansive, 
irrupted connectivity that enables your business to stay connected. 
| redundant, low latency routing options on all the undersea cables 


on our own Tata Indicom Cable between Chennai and Singapore). 


aged Services include such vital offerings as Disaster Recovery and 

that your business applications can run 24x7. In addition we have 
(different seismic zones. Our products and services are designed to 
lents, let's pray they remain the subject of Hollywood blockbusters. 
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At Tata Indicom Enterprise Business Unit, we 
Through the combined infrastructure of t| 
we are able to deliver dependable, unint 
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team of seven doctors and nurses from St John’s 

Hospital, Bangalore, supported by CARE TODAY, 

reached the Andaman and Nicobar Islands on 
December 28, two days after gigantic walls of water 
devastated life and property in Asia. Based in Kamorta 
Island and Teresa Island in Nicobar, they are working 
with the local administration and the Indian Navy in the 
badly affected tribal Nancowrie block. 

Dr Sanjiv Lewin, head of the St John’s team, says 
that basic food and water requirements are being ad- 
equately met by the administration, but there is ashort- 
age of milk powder, petrol and diesel, among other 
things. Tents and tarpaulins are also in short supply. as 
are cooking vessels and clothes. In addition, there isa 
need for small boats with outboard motors for distri- 
bution of relief material, as the water levels have risen 
1.5 m, submerging the beaches, jetties and approaches. 

CARE TODAY was set up by the India Today Group in 
1999 to channelise financial contributions from read- 


F-14/15, Connaught Place, 
New Delhi-110 001, India. 
Contributions are eligible for tax exemption under Section 80 (G) of the Income Tax Act. 
For any queries, please contact Ajit Chaudhuri or Skalzang Youdon at 
91-11-23314216, 23315801-4 or at ajite@intoday.com. 


YOU CAN MAKE A DIFFERENCE - 


Please draw cheques or demand drafts in favour of С 


ers for helping victims of calamities. In order to help 
the tsunami victims, the India Today Group has com- 
mitted an initial contribution of Rs 5 lakh to a special 
fund. “Make a Difference" to help the victims, with an 
identical sum coming from TV Today. 

CARE TODAY proposes to wait until rescue and relief 
operations are over before formulating specific projects. 
It will concentrate on the long-term rehabilitation of the 
poorest and worst-affected families. 

It proposes to ensure the survival and security of the 
poorest families by providing support for food supplies, 
rebuilding of shelters and income-generation activities 
over the long term. It also proposes to support the 
rebuilding of community infrastructure such as schools 
and healthcare centres in the affected areas. 

Community mobilisation would be crucial to the 
rehabilitation programme. Since it will be impossible to 
administer such a programme from Delhi, CARE TODAY 
proposes to partner local agencies in the effort. 
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Claiming Biotech High Ground 


To live up to its promise of making it by 2008-09, Shantha will have to make 2005 count. 


N AUGUST 1997, HYDERABAD-BASED 
Shantha Biotechnics shot into the 
limelight when it became the first 
Indian company to launch an indi- 
genously developed Hepatitis B 
vaccine. To those watching the 
biotech space, however, it looked as 
if the company had frittered away 
the opportunity to parlay this 
research breakthrough into a com- 
mercial advantage. Between 1997 
and 2004, the company’s cumu- 
lative turnover was Rs 185 crore; 
between January and December 
2004, it launched only one product, 
and in 2003 it did none (it did one 
again in 2002); and its manage- 
ment, especially at the middle-mana- 
gement level, looked woefully thin. 
Two recent announcements, 
however, indicate that things 
could be changing. On January 8 
this year, the company announced 
a new delivery system for its 
Hepatitis B vaccine; a fortnight 
later, it announced the launch of 
Shanpoietin, a recombinant DNA 
erthryopoietin in pre-filled syringes 
(to be used in case of renal failure); 
and it plans to close this fiscal 
(2004-05) with two more launches 
and Rs 65 crore in sales. 

Then, there are the seven Indian 
Institute of Management graduates 
the company has hired to beef up its 
middle management, the efforts to 








Shantha’s Reddy: The company still remains work-in-progress 


strengthen the board, and the prog- 
ress being made by Shantha West, a 
joint venture with the San Diego, 
Us-based East West Laboratories 
that is working to develop novel 
therapeutic monoclonal antibodies 
(these are produced by cells that 
are in turn derived from a single 
antibody-producing cell, rendering 
them pure, specific and safe for use 
in humans) to treat different kinds 
of cancer (non-small cell lung, 
breast, pancreatic, colon and 
melanoma). Of these, Shantha West 
has already developed and patented 


the antibody 1894 that targets 
lung cancer. *Each of these mole- 
cules has a market size of around 
$1 billion (Rs 4,400 crore)," says 
Varaprasad Reddy, Managing 
Director, Shantha, adding that the 
company has a real chance of making 
it big by 2008-09. There's still the 
question of some $40 million 
(Rs 176 crore) the company needs 
to get there, but Shantha is hoping 
an initial public offering, a private 
placement of equity or a debt issue 
could raise the money required. 

E. KUMAR SHARMA 
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Is Mangalore The Next 


A growing base of skilled workers, vibrant trade, and a cosmpolitan feel are helping 


OT TOO LONG AGO, MPHASIS BEL WAS IN A BIT OF A 
Now Although it realised that its BPO arm, 
MsourcE, had to locate its new centre outside its 
headquarters of Bangalore for lower costs, it didn’t 
know where. That is, till its HR managers paid a visit to 
Mangalore. By the end of March this year, MsourcE 
will get its fourth centre, and Mangalore, its first BPO 
outfit. Says Ravi Ramu, CFO, Mphasis BFL: “After 
evaluating all the alternatives including other metros 
and tier-two cities, we zeroed in on Mangalore since it 
seemed to be the best bet for us.” 

It’s not Mphasis alone, though. Infosys already 
employs a thousand-odd people in the city, and Wipro 
has asked the state government for 25 acres of land to 
set up a software development facility. So has First 
India Corp., a subsidiary of First America Corporation, 
which wants to build a similar facility but on a 10-acre 


plot. Even smaller firms like Chennai's Lasersoft want 
a presence in the city. 

What is it about Mangalore that's attracting the r1 
giants? To put it simply, it’s a mini-Bangalore, but 
without painful traffic snarl-ups, expensive real estate 
and soaring wage costs. Located 357 km away from the 
Garden City, Mangalore was until recently better 
known for its banking industry (Canara, Vijaya, 
Syndicate and Corporation banks are some that ori- 
ginated here), a lovely coastline and a thriving agri- 
cultural sector. Then, there is the port. 

Now, the city’s hidden potential is being tapped. 
Mangalore boasts 100 per cent literacy (it was the first 
district in the state to achieve that), and has more 
than 50 institutes of higher education that graduate 
7,500 students each year, including 2,500 engineers. 
It also helps that real estate and support services costs 
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. Bangalore? 


the coastal city give Bangalore a run for its money. 


in Mangalore are a third Bangalore’s, “Given its multi- 
cultural and educated workforce, Mangalore will 
increasingly figure on the international rr map,” says 
B.V. Naidu, Director, Software Technology Parks of 
India, Karnataka. stp! Mangalore’s 18 companies 
already do Rs 456 crore in IT services exports and this 
year the figure could touch Rs 600 crore. 

Unlike Bangalore, Mangalore's growth will not be 
tech-led alone. There's a clutch of power projects that 
has been proposed. Energy giant ONGC is setting up a 
2,000 Mw gas-based power plant; the GMR Group is 
considering expanding its 220-Mw naptha-fuelled plant; 
and the Jindals want to build a 500-mw power plant. 
Fora power-starved state, the new projects could be a 
big boon. The problem: in anticipation of the coming 





boom, land prices have started heading north. 
VENKATESHA BABI Infosys @ Mangalore: The tec! 
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| gabe ars PUBLIC 
sector enterprises is 
always a touchy issue. And 
in this case, where the govern- 
ment has Communist parties 
as allies and the р505 in ques- 
tion are highly-profitable 
energy companies with pow- 
erful CEOs, the subject is trick- 
ier still. The plan, a brainchild 
of Petroleum and Natural Gas 
Minister Mani Shankar Aiyar, 
involves merging Indian Oil 
Corporation (IOC), Oil and 
Natural Gas Corporation (ONGC), 
Oil India and parts of GAIL. The 
objective is laudable: The minister 
wants to create an Indian energy 
giant that can take on the Exxons of 
the world. For instance, the merger 
will produce a vertically-integrated 
company with Rs 1,66,076 crore 
in assets, Rs 1,87,245 crore in reve- 
nues, Rs 18,487 crore in profits, 
and a presence across the value 
chain of the oil business: from oil 
wells to petrol stations. 

Linked to that is the issue of oil 
security. A bigger oil giant will have 
a stronger balance sheet to finance 
big-ticket acquisitions abroad, and 
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Petroleum minister Aiyar: Oil's well if it ends well 


thus, ensure greater oil security to a 
country that runs up an annual bill 
of $18.36 billion (Rs 80,784 crore), 
importing almost all of the 90.4 
million metric tonnes (or 660 mil- 
lion barrels) of oil it consumes every 
year. Achieving such an objective 
under the present setup, Aiyar says, 
is not possible. As he complained 
recently at the Petrotech Conference 
in the capital: ^There is little coordi- 
nation and virtually no pooling of 
the collective strengths (of energy 
PSUs) for securing energy security." 

Few have issues with Aiyar's 
objective, but several question the 
means. In other words, is such a 


CF Sa TITTY 


Synergy In Energy 


It is a good concept on paper but fraught with perils. 


merger necessary? Rajeev 
Thakur, Head of Research at 
credit rating agency ICRA, 
thinks that such a step may 
backfire. His argument: 
deregulation (and hence 
competition) of the oil market 
in India is too recent and the 
oil companies are not pre- 
pared to compete globally 
since oil prices in India are 
still controlled by the govern- 
ment. On the other hand, 
Thakur argues, taking compe- 
tition out in the domestic market by 
merging all the oil companies 
(Planning Commission member 
Kirit Parikh has separately suggested 
the creation of a mother-of-all oil 
companies by merging HPCL, BPCL, 
IOC, ONGC and GAIL) will harm 
domestic consumers. A valid point. 
Yet others like Subir Raha of ONGC 
feel that agility, and not size, is 
what oil giants need to successfully 
compete abroad. With political and 
turf battles to negotiate, Aiyar has 
his work cut out. Never mind that 
he has the backing of Prime Minster 
Manmohan Singh. 

ASHISH GUPTA 
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CRYSTAL-GAZING > 


Budget 2005 Primer 


UST HOW WILL FINANCE MINISTER P. CHIDAMBARAM'S PROMISED "DREAM 

budget" look? Hard to say at this stage, but here's what BT learns could 
go into its making. A reduction in corporate rates from 35 to 30 per cent, 
but an extension of the services tax net; a hike in income tax exemption 
limit; a lowering of peak import tariff to 15 per cent from 20 per cent; 
country-wide implementation of a value-added tax (VAT) system starting 
April 1, 2005; the use of foreign exchange reserves for infrastructure pro- 
jects; and significant investments in the agriculture sector. Does all that 


sound "dream budget" enough? We'll wait for the verdict. 
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Presenting the power of Cuecent BPMS - A new solution that is about to become a standard for all busine 

It's a single flexible solution that seamlessly builds your software application and helps it collaborate 

environment. At the same time it enables you to use, simulate and change process-centric applications, all in real time 
unique ‘Zero Code Components’ drastically reduce hand coding in software development. Thus providing upto 40% 
Savings on costs and development time. It's now time for your company to move toward 


is moving towards. The power of 'C'. 


www.cuecent.com for a Free Evaluation Copy. 
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Debroy, Siddhartha Roy, Habil F. 
India Today Editor-in-Chief Aroon Purie, 
зу Group Editorial Director Prabhu Chawla, 


The Board of India Today Economists panel: (From Left to Right 
Khorakiwala, B.K. Goenka, Indira Rajaraman, Bharat Pate 
Shankar Acharya, V.N. Dhoot, Anil Ambani, Jairam Ramesh, Ir 
Adi Godrej, Ajit Ranade, Uday Kotak, V. Sumantran and Prashar 


Good Times Ahead 


The seventh meeting of Board of India Today Economists (BITE) strikes a bullish note. 


р I NINE BUSINESSMEN, SIX 
economists, and one live-wire 
moderator (Rajya Sabha MP Jairam 


Ramesh) 
a multiplicity of views. Strangely 


‘Made in 


everyone 


The last word, however, came 
from Shankar Acharya, Member, 
12th Finance Commission (it 
actually came in the middle of 
The “easing of 
he offered, was the 
only thing that could make India 


panelists on the theme 
For | he W orld’, 
agreed that India had what it takes 
to make it big 


India, 
together and you'd expect in manufacturing. 

few argued that policy was the discussion). 
the only thing holding 


back; 


enough, while the seventh Board India Inc. constraints", 


of India Today Economists meeting, others countered that 


the first to be held in Mumbai, saw 
rapid-fire exchanges between the 


Vox Populi, Vox Dei 


Indian industry had become com 


petitive despite this. 


grow at China-like rates. 
SHILPA NAYAK 


"With quotas going, India will be 
GDP Inflation nterest Exchange an important hub for textile 
INDUSTRIALISTS: Growth Rate Rate Rate (Rs to Dollar) manufacturing in the world” 
ANIL AMBANI 7 6-6:5  Northwards Upward bias В.К. Goenka/ Vice Chairman and Managing 
ADT GODREJ 7 5 PI ا‎ Director, Welspun 
BHARAT PATEL 67 6-7 Fi Upward bias 
BR GOFNKA 7 6 Did not comment 42-43 i PON, 
AMABIL F KHORAKIWALA 7 6 Stable mas and not only on investment" 
PRASHANT RUIA 7.5 6-7 Stable а EL Anil Ambani/ Vice Chairman and Managing 
UDAY KOTAK 65 6 10751 à Director, Reliance Industries 
V SÜMANTRAN 65 7 a" ш "үр “Considering the massive investment 
VENUGOPAL DHOOT 7 6 +1 Upward bias Aaron and the high cost of production 
and competition worldwide, India is the 

ECONOMISTS: ideal location for manufacturing” 
AJIT RANADE 6.9 5.5  725* 44 V. Sumantran/ Executive Director, 
BIBEK DEBROY 6.25 6 10.50 42 Tata Motors 
INDIRARAJARAMAN 6.5 7 7.5* 5 "Today, Indian industry is competitive 
SIDDHARTHA ROY 65 6 7.25* 44 despite 
SHANKAR ACHARYA | 6.5 5.5 +1 42 Siddhartha Roy/ Chief Economist, 
SUBIR GOKARN 7 5 7:7.25* 44:45 ata Group 
All figures except exchange rate are in per cent * Actual figures + Denotes change 
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CRANK CALLSP 


Abuse Redress 


ELP DESK: "HELLO, HOW CAN | 
help you?” Caller: “You can't, 
you bloody Indian...” Such con- 
versations are increasingly 
becoming routine, as the ire 
against outsourcing of work 
to India mounts. But BPO 
operators may no longer 
have to take such abusive 
callers lying down. “If the 
employees of a particular 
company are calling, then they 
can be sued,” opines Diljeet 
Titus of law firm Titus & Co. 
Concerned BPOs are fighting back. Recently, a 
Bangalore-based BPO filed a complaint with the 
FBI. “Any unsolicited conversation intended to 
demoralise business is a tort and subject to 
punishment,” notes Sajan Poovayya, another 
lawyer. More likely, though, BPOs will want to train 

their employees to better handle crank calls. 
AMANPREET SINGH 







Q&AS 


| ^|deas Need Branding" 


) Н: FIRM HAS HELPED COMPANIES LIKE ВР AND FEDEX BUILD THEIR BRAND 
V. strategies. Now, Landor Associates is looking at India Inc. On bis first 
visit to the country, Craig Branigan, Chairman © СЕО of Landor, spoke to 
вт Priyanka Sangani about his India plans. Excerpts: 


є On opportunities in India: If we enter the market at the right time (which could 
А be next year), we can gain a significant portion of the market. We would 
P initially start with Indian companies who want to go global or those 


that are facing competition from MNCs locally and want their branding and 
strategy to be of the same quality as the competition's. It would initially 
involve a lot of branding and design, but also strategic thinking. 


On competition in India: Very often it looks like design for design's sake. 
It doesn't come across like there's been much strategic thought behind 
the design. If used correctly, branding can change the way a company 
does business. Especially in service companies, it makes a difference if 
the employees understand what the brand is all about. You might 
have a big idea, but if it's not communicated correctly, it won't matter 


how good the idea is. 


30 BUSINESS TODAY FEBRUARY 13 2005 


THE s90 INDEX 


Further Correction Expected 
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YOU'RE AN INVESTMENT BANKER AND THE FATHER OF A TEENAGE DAUGHTER. 
WHICH OF THESE BOOKS ARE YOU LIKELY TO GIVE HER ON HER 18th BIRTHDAY? 


[ ] A. ‘How To Live Within Your Means’. 
[ ] В. ‘How to Save Every Time you Spend’. 
[ ]. C. ‘How To Think Like A Millionaire’, 


Ticked 'C'? Congratulations — you are a ‘Prosperity Thinker’! Your 
approach to money is optimistic and innovative, At Cholamandalam, our THE REWARDS 
philosophy of money is no different. For over 25 years, we have been 
adding confidence and a sense of sureness to the financial decisions our 
customers make. Today, we continue to build profitable partnerships with 
over 600,000 customers — from CFOs to truck owners. 

So if you are looking for a partner who shares your approach to managing 
money, talk to us. It’s time we Prosperity Thinkers got together. 





AUTOMOBILE FINANCE GENERAL INSURANCE | MUTUAL FUNDS | DISTRIBUTION SERVICES STOCK BROKING RISK SERVICES 


Cholamandalam Financial Services Group, ‘Dare House’, 1st & 2nd Floor, New No.2, 234, N.S.C. Bose Road, Chennai - 600 001 
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THE THREE PILLARS 
OF OUR PYRAMID ARE 
COMMUNICATION, 
INTEGRITY, AND 
TEAMWORK. 


ANSWER : 
SHUT UP. 


IF I COMMUNICATE 
MY HONEST OPINION 
OF THEIR IDEAS, I 
UJON'T BE A TEAM 


SO INSTEAD OF 
BEING A PYRAMID, 
CAN I BE A TUJO- 
LEGGED STOOL LIKE 
YOU? 
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QUESTION: SINCE 
WHEN DO PYRAMIDS 


HAVE PILLARS? | 


PROBLEM: ALL OF 
MY TEAM MEMBERS 
ARE IDIOTS. 


BUT IF I PRETEND 
TO AGREE WITH 
THEIR BAD IDEAS, 
I WON'T HAVE 
INTEGRITY. 


WOW! THAT WAS MUCH 
BETTER THAN MY 
PILLAR 


QUESTION. If AREN'T І | 
Ч ON YOUR | 


ТЕАМ? 


DEEPAK С. PAWAR 





Hrudayalaya’s Shetty: A new picture 


A Bypass 
For Rs 10 


|" KARNATAKA, THE AVERAGE OCCU-, 
pancy of hospital beds is just 35 | 
per cent, according to one estimate. 
A state of remarkably healthy people? 
Hardly. Dr. Devi Prasad Shetty, 
Chairman of Narayana Hrudayalaya, 
says the issue—like in other parts of 
the country—is not availability of 
healthcare infrastructure, but affor- 
dability. Therefore, to deliver health- 
care to poor and sick people, Shetty's 
hospital, biotech firm Biocon and 
general insurance provider ICICI 
Lombard have teamed to offer medi- 
cal insurance to the six-lakh resi- 
dents of Anekal Taluk, part of 
Bangalore's rural district, for as low as 
Rs 10 per month. Called the Arogya 
Raksha Yojana, the scheme covers 
1,600 different types of conditions, 
including cardiac bypass surgery. 
The cover includes pre- and post- 
operative care. The insured get a 
smart card, allowing for paperless 
transaction. The Biocon Foundation 
will provide generic medicines at spe- 
cial rates to Biocare Pharmacies 
being specially set up, and will be 
managed by the Right Livelihood 
Award winner Dr. H. Sudarshan. 
Says Biocon Chairperson and 
Managing Director Kiran Mazumdar- 
Shaw: "We are certain that this project 
will eventually achieve our dream of 
providing affordable healthcare to a . 
billion Indians." It's a staggeringly tall ' 
order, but a goal worth pursuing. 
VENKATESHA BABU 
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preferred choice across World Inc. Europe, USA, North 
America, Africa and rest of the world import over 5095 


of our production. 





The onus for this repeat performance for the past 40 years 
lies in our ability to ‘innovate & adapt'. Copper-Brass Radiators 
are now complemented with Aluminium. And a host of 
new products like Charge Air Coolers, Combisets and Marine 


Heat Exchangers have created new opportunities to grow. 


With the scope of applications expanding from automobiles, 


heavy industries to agricultural sector, we are fully prepared 


: tó handle anything. 
What’s next? 
= 





ОЕ & ОЕ Replacement Products 
* Full Aluminium, Plastic Tank Aluminium, Copper - Brass Radiators for On-Road & 
Off-Highway Vehicles • Charge Air Coolers • Aluminium Plate & Fin type Oil Coolers 
* Steel Oil Coolers * Radiator Oil Cooler Combiset in Aluminium 
* Marine - Heat Exchangers, Oil Coolers, Inter Coolers 
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Kakad Chambers Annexe, 132, Dr. Annie Besant Road, Worli, Mumbai - 400 018. Tel: 91-22-24913080, 24975590, 24950909. 
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“VAT Will Increase Tax Revenues” 


aM BENGAL FINANCE MINISTER 
and Chairman of the 
Empowered Committee of State 
Finance Ministers on value-added 
tax (VAT), Ashim Dasgupta, spoke 
to BT’s Arnab Mitra about the new 
levy. Excerpts: 


Why is VAT being introduced? 
Currently, you pay sales tax (ST) 
on inputs at every stage of the 
production process. From stage 
two onwards, the sales tax is cal- 
culated on a base of the input 
price plus the sales tax already 
paid. This results in a cascading 
effect that pushes up the tax bur- 
den and, hence, prices. VAT, on 
the other hand, taxes only the 
incidence of value-addition at each 
stage by granting rebates on taxes 
already paid. 





Will VAT increase revenues? 
About 130 countries have intro- 
duced VAT so far and all of them, 


without exception, saw a growth 
in revenues. In India, Haryana 
introduced VAT last year, and its 
revenues grew about 30 per cent. So 
empirical evidence suggests that 
revenues will rise. 


How will it check evasion? 

VAT has an inherent self-policing 
mechanism, wherein the benefits 
are available only if the tax on each 
stage is paid and proper documen- 
tation maintained. Since the entire 
chain of transactions is inter-con- 
nected, it becomes practically 
impossible for one or more links 
in the chain to evade taxes. Besides, 
the government will cross-reference 
income tax, excise and VAT payment 
records in a tightly-interlocked grid 
that will immediately show up any 
evasion attempts. 
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SEBI Orders Set 
Aside By SAT 
oe snake ey THE SECURITIES 
Appellate Tribunal (SAT) set aside 22 orders 
issued by India’s stock-market watchdog, the 
Securities and Exchange Board of India (SEBI). 
Ey edd this is one case of SEBI proposes, 
tice ‘What follows is a sampling with the 


dates ofthe SAT ruing and the content ofthe 
original SEBI order. | 
January 12: Manyog Investments and its direc- 
tors to dissociate themselves from the capital 
market for a period of five years. 


July 8: R. Subramanian, Director, Viswapriya 
Financial Services & Securities Ltd., prohibited 
` from accessing the capital market or dealing in 
securities for five years. 


July 30: Imperial Corporate Finance, lead mana- 
ger for Gammon India rights issue, pulled up for 
contravention of merchant banking regulations. 
August 31: RIL pulled up for violating 

1 7(1) of the Takeover Regulations, 
1997, by not informing the target company 
(L&T) and the stock exchanges about its holding 
having once again crossed the threshold of 5 
per cent on November 5, 2001. 


October 15: Samir Arora, former Chief 
Investment. Officer of Alliance Capital Asset 

t, charged with market manipula- 
tion and insider trading. 


November 17: Delink Holding Mauritius 

for violating Section 3(3) of the SEBI 
(SAST) Regulations, 1997. (In this case, SAT 
reduced the penalty from Rs 4,00,000 to 
Rs 20,000). ee. 





` November 17: Contact Consultancy penalised 
for violation of the SEBI (SAST) Regulations, 
| 1997, in terms of acquisition of shares of BSEL 
Information Systems Limited. — | 
December 3: First Global barred from con- 
eae renee: 
share лане Баст ыы irregulari- 
TERR Giz Sen po lam. (In 
this case, SAT reduced the penalty from 
Rs7, 00,000 to Rs 50,000). 
December 13: Certificate of registration of 
Integrated. Enterprises India, a opes par- 
ticipant, cancelled. — ` 





- ROSHNI JAYAKAR 
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The Fairest Of 
Them All 


The l-bank league tables are out. 


№; ONE HAD ANY DOUBTS THAT 2004 WOULD ВЕ A BAD 
year for investment banks. For starters, there were 
public issues, 34 of them, according to data available 
from Prime Database (see IPOs Over The Years), that 
raised over Rs 30,510 crore from the market. To put 
that number in context: the corresponding numbers for 
2003 were 15 and Rs 2,193 crore; 
this was the best performance in any 
year in the Indian capital market, 
with the previous best being 1995 
when 1,444 companies raised 
Rs 13,887 crore from the market; 
and it was almost equal to the 
Rs 32,000 crore that had been raised 
in the past nine years (1995 to 2003). 
The likes of TCS, Biocon, ONGC, NTPC 
and Patni made initial public offerings 
(Os) in the course of the year. Then, 
there were the M&A deals. With the 
economy booming, companies flush 
with funds (many registered their 
highest profits ever in 2004), set out 
to merge with or acquire other com- 
panies, in India and elsewhere. 

The usual suspects, Kotak 


#1 M&As 


India (Investment 





The Top 10: M&A And Private Equity Deals 
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NOKIA 
6630 





i NEW GENERATION. 
4 | NEW POWER. 








ntroducing the power packed Nokia 6630 mobile phone - Designed to keep you ahead. Always... 


E EDGE and Broadband speed 
Е 1 hour video recording 
Е Instant E-mail 
E 8 MB Phone Memory & 64 MB Multimedia Memory Card with Hot Swap feature 
E Flight Mode - use phone without activating SIM while in flight 
Soft SMS reject - send pre-programmed SMS messages when you reject a call 
Speaker phone 
Future proof 3G technology 
Packaged in a distinctive and unique style 





‘or full specifications, please refer to www.nokia.co.in www.nokia6630.com ‚МЕР 29569/- ; 
a Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty is applicable only 
30303838 _] for phones imported by Nokia India Pvt. Ltd. #For assistance on Nokio products and services. coll Nokia Core. Add STD code when dialiing from o GSM connection 
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The Top 10: Rights Issues 
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Lynch dominated the equity issuance business, although the first 
edged out the other two on the basis of the number and the 
diversity of deals it was involved in. The surprise came in the 
M&A business where Citigroup, leveraging its commercial 
banking relationships, pipped traditional investment banks to 
the post. Among the 13 M&As it managed were landmark ones 
such as the Rs 1,393.40-crore acquisition by Flextronics of 
Hughes Software and the Rs 750-crore acquisition by IBM of 
Daksh eServices. And Ambit came in third with15 deals valued 
at Rs 2,339 crore. The good news for I-bankers: 2004 was 
good, but this year, 2005, promises to be even better. 
ROSHNI JAYAKAR 


The problem is how to remain 
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All children are artists. ` E 4 


an artist once he grows up. 


| - Pablo Picasso 
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ICTURE THIS SCENARIO: UNHOLY COW IS A 
thriving restaurant in uptown Mumbai, 
doing a brisk turnover of, say, Rs 25 crore 
annually, One fine day, the owner walks up 
to you and offers to sell it to you for Rs 40 
crore. You tell him you will think it over. A 
few days later the owner is back again, this time with an 
offer of Rs 60 crore. His reason for upping the price is 
that restaurants serving beef steaks have become the rage 
with the city’s glitterati. You aren’t convinced and 
send him on his way. A few days later the proprietor is 
once again back at your doorstep, this time with terror 
and alarm written all over his face. Apparently, a fun- 
damentalist group from a village in northern India has 
descended on his restaurant, broken a few panes and 
plates, and threatened to put him out of business for ser- 
ving beef. Distressed owner feels the end is near for his 
successful business, and puts a price tag of Rs 15 crore on 
it. You sniff a bargain here, and tell him it’s a deal. The 
way you look at it is that the fundamentalist louts aren’t 
going to hang around for ever, and once this short-term 
blip passes, people will once again queue up for beef steak, 
ensuring the long-term profitability of the restaurant. 
No, this story isn’t an attempt to convince you about 
the feasibility of the restaurant business (or the virtues of 
eating beef). Rather, it’s a stab at explaining the way stock 
markets behave—to be more precise, how the Indian 
markets are behaving currently, why the indices have been 
slipping over the past fortnight, why it is no reason to 
panic, why, in fact, such a fall is healthy, and how you 
could take advantage of the current dip in stock prices. 
Since the benchmark index, the Sensex, has crashed by 
roughly 600 points since its peak of 6,696, the question 
on thousands of investors’ lips is: Is the bull run over? 
105 not. Sure, there are a few humps to be crossed in the 
short term, but that doesn’t mean that—like the restau- 
rant owner—you should consider cashing your chips. 
That may mean you are kissing goodbye the prospect 
of further profits. For, the markets are just correcting 





5,447 
Feb. 2000 


themselves, and if you stumble upon many more like 
our distressed restaurateur in the market offering to sell 
their stock (at a lower price), just go ahead and pick up 
the bargains. For, as Motilal Oswal, Chairman and мр, 
Motilal Oswal Securities, puts it: “Corrections are 
good for the long-term health of the market. It has to 
consolidate now before the next bullish phase." 

Having said all that, don't expect the indices to start 
shooting to the skies once you finish reading this piece. 
À bout of volatility in the short term is on the cards, but 
the shortest point is that the long-term fundamentals of 
the India story are still intact, and the Sensex is 
poised for even higher levels (higher than 6,600) in the 
not-so-distant future. *The Sensex should move 
towards the 7,000 levels by November 2005," says 
Andrew Holland, Chief Administrative Officer and 
Executive Vice President (Research), psp Merrill 
Lynch. “It should reach 7,200 by the year-end,” adds 
Deven Choksey, Managing Director, K.R. Choksey 
Securities. Here are five reasons why these gentlemen 
are so bullish, and why it wouldn't hurt you to put on 
your investing cap (and bull horns). 


кена #1 


Valuations are still favourable — 


The difference between the current Sensex highs and the 
peaks hit by the benchmark index of the Bombay 
Stock Exchange (BSE) in 1992 or 2000 is that valuations 
in those years had soared to. astronomical levels. Not so 
today. Current valuations, of around 13 times projected 
earnings for the year ended March 2005, are almost 
comparable with what stocks were valued at in 2002, 
when the Sensex was hovering in the 3,000 range. 
To reinforce this point, in 2004 the Sensex moved by 
only 10 per cent, even as corporate earnings surged by 
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a remarkable 21 per cent. 

That valuations are in the healthy zone isn’t backed 
just by historical data. Sure, when you compare India 
to other emerging Asian markets like Korea, Thailand 
and the Philippines, you may get the feeling that stock 
prices are a bit stretched. But then, as Holland of DSP 
Merrill Lynch says: "You should also note that econo- 
mic and earnings growth is much quicker in India than 
in most other emerging markets." The bottom line: If 





valuations of Indian shares have gone up a few notches, 
that run-up is pretty much justified. After all, India is the 
second-fastest growing economy in the world, right? 


H 


The breadth of the Indian markets 
is increasing rapidly 


Thanks to the recent IPO boom, we have some extra- 
large-cap stocks, in the $5-billion (Rs 22,000-crore) 
range, listed on the stock exchanges. For instance, 
the number of such companies with a $5 billion-plus 
market cap has gone up from just four in 2001 to 14 
today. Similarly, in the $1-5 billion market cap bracket, 
the number has more than doubled from 25 to 67 over 
the same period. Indeed, the listing of large-cap com- 
panies like ONGC, TCS and NTPC, to name just three, is 
increasing the breadth of the market, thereby making 
the market more attractive for large and long-term 





For A Few Dollars More 






OW "HOT" ARE THE FLOWS FROM 
H foreign investors? Is the FII 

tribe a bunch of fair-weather 
friends who are inclined to cash out 
when the going's good, leaving the 
Indian market in the lurch? Even as 
domestic investors wrestle with such 
doubts about the apparent fickle pun- 
ting habits of the pin-striped money- 
bags, the immediate reason for the 
ongoing stock market correction may lie 
someplace else. The fall in the Sensex 
indeed might have plenty to do with 
the release of the minutes of the last 
US Fed meeting, during which it was 
stated that interest rates were still too 
low "to keep inflation stable". For good 
measure, another comment (from 
Atlanta Fed president Jack Guynn) 
that the US Fed has never pledged to 
raise interest rates only at a "measured" 
pace (which hints at faster rate 
increases) has also contributed to the 
FII outflow. To be sure, as the 
accompanying chart indicates, in the 
past too sudden movements of US 
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Effect of US 10-year paper yield on Sensex. 
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interest rates have invariably rattled 
the Sensex (as well as most emerging 
markets). 

Here's why rising US interest rates 
can spook the Indian market: A bigger 
US rate increase now will halt the 
weakening of the US dollar, at least in 
the short term. And there are a lot of 


funds that try to gain from this short- 
term movements. “Just after the US 
election, there was a lot of apprehen- 
sion regarding the dollar due to the 
twin US deficits (fiscal and trade 
deficit). And there was near consensus 
that the dollar will weaken and that 
explains the huge inflow of money into 
the Asian market (including India) 
during November-December,” says 
Andrew Holland of DSP Merrill Lynch. 

Now, with hints being thrown all 
around that the dollar could appreciate, 
Fils are picking up the cue and heading 
to the West. 

Yet, these outflows are little cause 
for long-term concern, and could in 
fact be a blessing. “The US interest 
rate-induced money (outflows are short 
term in nature. Corrections like this will 
throw out the weak and short-term 
hands from the market and are, there- 
fore, good for the long-term health of the 
market. This should be used as a buy- 
ing opportunity,” says Manish Chokhani, 
Director, Enam Securities. So be it. 


————-—-—-—-— -_ 
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, Relax, It’s Just The January Effect 


out every year: Local operators 

build up huge positions—these 
days mostly in the futures and 
options segment—on the expecta- 
tion that foreign institutional investors 
will buy stock like there's no tomor- 
row, flush as they are with "new 
year allocations". This results in a 
massive build-up of outstanding 
positions in November and Decem- 
ber. December 2004 was no excep- 
tion. As Arvind Shah, Manager, IDBI 
Capital Markets, points out: "The 
outstanding position usually starts 
at around Rs 6,000 crore (at the 
beginning of a cycle), and climbs 
up to Rs 12,000 crore before coming 
down. But by the first week of 
January, it had already reached a 
level of Rs 15,000 crore (in any 
other month it would typically have 
been around Rs 8,000 crore). 

It's this rather illogical anticipa- 
tion that inevitably results in a sig- 
nificant correction in the New Year's 
first quarter. Sense duly dawns on 
the operators, who, lacking the sta- 
ying power, have little option but 


| T'S A NEW YEAR RITUAL THAT PLAYS 


New Year Blues 
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to sell when the expected provisio- 
ning of foreign money doesn’t take 
place. After all, FII allocations hap- 
pen all year round, and there's no 
reason on earth why the New Year 
should be greeted with a heavy 
shower of greenbacks. 

The foreign investors for their 
part have now begun to predict 
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operator behaviour pretty well. "They 
have started understanding the nitty- 
gritty of the Indian market mecha- 
nism," says Nischal Maheswari, 
Head of Private Clients, Edelweiss 
Capital. The Fils use the correction 
as an opportunity to mop up rela- 
tively cheap stock and make a killing. 
Maybe you could too. 





investors. What's more, these large listings are yet to get 
reflected in the global indices (like Morgan Stanley 
Capital Index) and hence India's current weightage 
doesn't do justice to its market cap or free float. That 
is one reason why most Fils are overweight (compared 
to these benchmarks) on India now. With more and 
more mega-size listings expected (Jet, BSNL, possibly 
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Reliance Infocomm, Hutch, Sony Entertainment and 
Sun Tv in the private sector, and possibly Power Grid 
Corporation and Power Finance Corporation in the 
public sector), Indian markets can only get broader, pro- 
viding foreign investors with many more opportunities 
to park their money. “India is no more a tiny place that 
global investors can ignore," says Manish Chokhani, 
Director, Enam Securities. 
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Indians are consuming more, even as 
businesses look outward for growth 


If the Indian economy is, er, shining, it's thanks in a 
large part to the contribution from industry, much of 
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Hello, Good Buys 
F YOU ARE AS. CONVINCED ABOUT THE SUSTAINABILITY OF THE BULLISH TREND 
over the longer term as we are, you should be identifying good buys— 
stocks that still have value locked in them. Now, BT isn't a tip-sheet 
by any yardstick, so the best we can do is identify sectors with bright 


prospects, from which you could pick and choose (the stocks mentioned 
are only indicative of the market appetite, not recommendations). 










CEMENT: The infrastructure development story is finally beginning 
y7 to be scripted, and coupled with the robust demand 
from the housing sector (on the back of rising inco- 
-mes), cement is indeed set for boom times. Further 
consolidation in this hitherto-fragmented industry (wit- 
- messed last fortnight when the world's second- 
largest cement player, Holcim, got a few of its fingers 
into the ACC pie) will provide an added impetus to this sector. ^We are 
positive on cement and all mainline cement stocks led by ACC (price 
as on January 20: Rs 341. Price/earnings: 21.2)," says Sandeep 
Nanda, Head of Research, Sharekhan. Cement prices have risen sharply 
over the past six months and are expected to sustain adding to the com- 
panies’ bottom lines. Analysts expect a robust 9 per cent cumulative 
annual demand growth over the next three years. 


COMMODITIES: Consumption growth across a range of commodi- 
i ties is expected to gather steam in China and India, 
- as per capita incomes shoot up in these two coun- 
- tries (which account for 40 per cent of the world’s 
population). Prices of metals, petrochemicals and 
sugar, to name just three, have been surging for 
some time now. Steel prices have been firm, and are 
expected to remain that way over the long term. Commodities 
stocks that look attractive include Tata Steel (Rs 352, 7.1), SAIL 
(Rs 55, 5.2), Hindalco (Rs 1,259, 13.5), and Hindustan Zinc 
(Rs 141, 12.2). A few words of caution, though: Restrict commodities 
to a small part of your portfolio since they are inherently volatile in 
nature, uriless of course you can stomach volatility. 







BANKING: It continues to be a favourite with institutional investors 
on the back of continued credit demand supported 
by an increase in capital expenditure and infra- 
structure outlay. “We are upbeat on the sector on the 
f back of credit growth, both retail and corporate, as 
well as stringent efforts put in by banks towards 
Ий improving asset quality," says Ambareesh Baliga, 
Vice President and Head of Research, Karvy Stock Broking. Banks are 
clearly in focus as they shed their dependence on treasury income for 
growth. The demand for consumer credit business remained upbeat. 
Retail, which contributed 21.5 per cent of the total outstanding loans 
in the last financial year, still remains the major driver. Another sig- 
nificant driver is the flurry of acquisitions expected in the PSU 
space. Stocks in focus: HDFC Bank (Rs 511, 23.7), SBI (Rs 576, 
7.7), and ICICI Bank (Rs 346, 13.8). 


ENGINEERING: Engineering sector is a play on economic growth as 

zm" well as the Indian resurgence in manufacturing 
* Outsourcing, Companies like ABB (Rs 930, 29.7), 
Siemens (Rs 1293, 27.4) and Kirloskar Oil Engines 
(Rs. 415, 10.8) would benefit from the local capi- 
tal expenditure boom. 
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which is riding on the domestic growth 
story. *Consumption in India will increase 
manifold in the years to come due to 
the demographic changes (the percentage 
of the youth in the population is increa- 
sing)," points out Amitabh Chakraborty, 
Vice President and Head of Research 
(Private Client Group), Kotak Securities. 
What's more, it's not just the metros 


and mini-metros that are the playing ` 


fields for a retail-led boom; the action is 
trickling into semi-urban centres and 
smaller towns. What's also encouraging 
is that even as Indians consume more, 
domestic companies in sectors like 
automobiles, textiles, pharmaceuticals 
and information technology are looking 
overseas for growth—not just in terms of 
direct exports, but also by setting up or 
acquiring capacities in foreign markets. 
Result? Unlike many emerging markets, 
the Indian growth story appears to be 
benefiting from a healthy balance of 
domestic consumption and export- 
driven growth, thereby making it less 
dependent than most on the Us. As a 
result, India is a great opportunity for 
investors wanting to diversify away from 
the Us economic cycles. 


The investment cycle has 
only just begun 

After years of waiting, watching and 
belt-tightening, Indian companies in var- 
ious sectors ranging from cement to 
hotels to commercial vehicles to steel 
are blueprinting expansion plans, thereby 
signalling the beginning of a long-term 
cycle of capital expenditure, which could 
go on for at least five-seven years. At 
the вате time, infrastructure investments 
in ports, highways, telecom, oil and gas, 
and power are picking up steam, pro- 
pelled in no small measure by a réforms- 
committed government... 

“With the capex cycle, industrial acti- 
vity will pick up and consumption (both 
industrial as well as retail) will go up 
and it is very good for the economy,” says 
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The New FIIs On D-Street 


Surprisingly, most of them aver they are here for the long term. 


loved on Mumbai's Dalal Street, home to the stock 
exchange. Loved because when they come, stocks 
soar and investors rejoice. Feared because when they do 
leave, the stock market collapses, smothering in its debris 
millions of investors. But guess what? The FII investment 
may gradually be ceasing to be the feared “hot money”. 
Last year, Flls pumped in an unprecedented $8.5 billion 
(Rs 37,400 crore) in Indian stocks, sending the bellwether 
30-stock Sensex soaring past the 6,600 mark (it's now 
down to about 6,100 points). A lot of them plan to stay 
invested in the long term. Better still, a rash of new India- 
focussed funds is actually looking at mid-cap companies and 
private equity deals in listed companies (see For A Slice Of 
The Pie). Gushes Jon Thom, MD, India Capital Fund (Hong 
Kong), with $150 million (Rs 660 crore) under mana- 
gement: "India is the best long-term story in the world." 
Ever since Goldman Sachs put out its first BRIC report 
(on Brazil, Russia, India and China) in 2003, India has been 
taken seriously by investors. The focus is the economy's fun- 
damentals: It's the second-fastest growing big economy, 
domestic consumption is growing, exports of IT services and 


F^ INSTITUTIONAL INVESTORS (Flis) ARE BOTH FEARED AND 





FMG Inc.'s Kahm: Betting on India in the long term 


manufacturing goods are clipping, competitive labour mar- 
ket is being tapped by companies elsewhere in the world, 
and the stock market is attractively valued compared to 
those of the US and Europe. Notes Balanced View, a 
Balance Equity Broking newsletter: "... Virtually everyone with 
some risk capital would want to explore (emerging) market(s) 
through the hedge fund route." 
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It’s A Correction, Not A 


5,500, that’s the end of the Great Indian Rally, 

right? Wrong. Just remember, the bull run that's 
under way has resulted in a gain of some 2,000 points— 
right from 4,600 to 6,600—and a correction of even a 
1,000 points shouldn't get your suspenders in a twist. 
Just hear out the technical analysts. "It's normal to 
have a correction of even 50 per cent in an uptrend such 
as this one," avers C.K. Narayan of ICICI Securities. 
Hormuz Maloo of Geojit Securities adds: "We are now in 
an intermediate-term correction." And Mitesh Thacker of 
Kotak Securities' Private Client Group expects the cor- 
rection to last for "another three-four weeks". 

The short point is that the indices can slip further 
from here, albeit temporarily. If you want to know by 
exactly how much, Thacker offers that "the first major 
support will come at a 38.2 per cent retracement 
level". Duh? Well, that simply means that the Sensex 
could fall by 38.2 per cent of the previous rally, which 
works out to the 5,920-5,950 level. Another significant 
long-term support level is in the 5,500-5,600 range. To 
put it simply, the markets are correcting themselves. 
They aren't crashing. 


| F THE SENSEX SLIPS BELOW 6,000 OR EVEN PLUNGES TO 
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FORA SLICE OF THE PIE 
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Here’s a look at what some of the new Fil funds plan in India. 


@ Matterhorn Groüp/ US Fund size: $100 m by Feb-end 2005 
India strategy: With former Morgan Stanley wiz Vinod Sethi-as a 
partner, the fund is sharply focussed on a dozen companies with 
market cap between $1 million and $1 billion 


W Naissance Capital/ Switzerland Fund size: : $100 m 


"India strategy: Its Naissance Jaipur fund, to be launched next - 
(^. month, will focus.on mid-cap stocks. чыш» Managing: 
- Director is James Breidling ' "nr 


| Ж Voyager Investment Advisors/ US - 














India strategy: It has a private equity investment г app ach 
companies that are well positioned to capitalis e ibn | 
economy. Key man: Shiv Puri, its MD. 5 









India strategy: Its Monsoon India Inflection. Fund. will: focus n 


“high-growth, mid-cap companies. In the last two months, Monsoon - 






India does not allow hedge funds to invest 
directly in the stock markets (hedge funds are 
considered risky), but they are allowed to invest 
via participatory notes (P-notes) and FII sub- 
accounts, which have zoomed. Last year, SEBI 
registered 146 new Fils and 456 new sub- 
accounts, taking the tally of total Fils to 648 and 
that of sub-accounts to more than 1,800. 
Mid-caps and long-term seem to be new FII 
buzzwords. Consider Monsoon Capital, a registe- 
red Fil sub-account with Kotak Mahindra UK, fts 
Monsoon India Inflection Fund will invest in 


` high-growth mid-caps, also via private equity 
deals if need be. Says Gautam Prakash, MD; - 


Monsoon Capital: “Since the fund has a two-year 
lock in period, we are taking long-term bets with 
a buy-and-hold approach.” Even hedge funds like 
Naissance Capital are bullish on mid-caps. 
But different Flls have different strategies. 


- + Some want mid-caps, others large caps; some 


India strategy: Its fund is to be. launched = EM жең ` 
ds Clear on its investment мелт These will be Second Land. uot 


want to invest in IT and pharma, and yet others 


- in automobiles and infrastructure. The good 
1. ` News in all this.is that they are looking at India 
- from a long-term perspective, Says Johan Kahm 
of FMG Inc: "Long term, the Indian market 
Should perform at least three times as well as the 
western stock markets." Amen. 






Terenti mereri tr t aa 


India Fund has invested in IT services, pharma and кара goods. 
MD: Gautam Prakash x | 


ROSHNI JAYAKAR 





„Oswal of Motilal Oswal Securities. DsP Merrill ‘Lynch 


estimates that total investment spend in the country will 


increase from $120 billion (Rs 5,28,000 crore) i in 


2004 to $208 billion (Rs 9,15,200 crore) by fiscal 


2007. And don't forget that as a consumer benefiting 
from the housing sector boom—triggered a few years 
аро by low interest rates and greater affordability—you 
~~ too will be doing your bit in fuelling economic growth. 
For, when you buy a house you buy the economy—be 
Cc vit steel, cement, electrical appliances, white: goods, 
as furnishings, the works. | { 


Indians are still gross! 
under-invested in equities 


Dalal Street may appear more bustling these days, but 


that means little if you consider that the overall equity 


exposure of Indian retail investors is less than 1 per cent 


of their total investments. Stock market excesses, scams 


and scandals of the past, coupled with years of stag- 
-nation haven't exactly helped in attracting Indians to equ- 
ity. What also doesn’t help matters is that Indian inves- 
tors typically enter only when they're very зше, which 


means that the market would have already gained 50 


+ per cent by then, and they begin to dump their portfolio 


at the slightest provocation, chastened of course by past 
crashes. “us investors have lived through an 18-year bull 


market and, therefore, are attuned to buying on dips. 
-Indian investors conversely sell on every rise since they 
have never seen any sustainable rally due to the exces- 
ses of 1992. And that explains why more and more 


share ownership is moving to foreign hands now,” 


says Chokhani of Enam. Now, however, with other 
assured return tax-free products drying up (кві Relief 


Bonds have gone, and the future of ppr is also under a 
cloud), Indian investors have no option but to invest in 


ће stock market. Other factors will also contribute in 
"increasing Indian ownership: For instance, with more 


and more young people getting into the investing 


- class, the risk appetite also will increase. “The young will 
- Бе ready to take higher risk,” says Chakraborty. Other 
» long-term monies, like pension funds, are also expec- 
ted to enter the stock market soon. If our market 
‘holds on to higher levels for a reasonable time—and 


there's little reason why it won't—a bull market based 
on Indian public ownership will commence. By then, 
fears of “hot money” fleeing the country won’t count 
for much, and hopefully Indian investors will be more 
attuned to corrections than crashes. @ 

“ADDITIONAL REPORTING BY PRIYANKA SANGANI 
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Corporate governance may stink at Reliance, 
but how will it affect the proposed settlement 
between Mukesh and Anil? s srian слкулгно 


ANUARY 21, 4 P.M.: A FEW 

hours after the third quarter 

results of Reliance Industries 

Limited (RIL) have been passed 

by the board—the board mee- 
ting went on for just one hour and 
15 minutes, without a hint of acri- 
mony or tension, prompting one of 
the secondary players in the battle 
for control of RIL to call it a “damp 
squib"—a motley bunch of equity 
analysts gather at the RIL office in 
Maker Chambers IV for an investor 
presentation. That’s a first for the 
number-crunching, ratio-grunting 
community: They’ve been used for 
several quarters now to attending 
these quarterly meetings at Reliance 
Centre—where RIL Vice Chairman 
& Managing Director Anil Ambani 
has his office—with till-recently 
Treasurer Amitabh Jhunjhunwala 
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presenting the numbers and future 
growth scenarios. For the quarter 
ended December 2004, it is instead 
President (Finance) Alok Agarwal 
who does the honours (if indeed 
Agarwal considers it so). 

For the next couple of hours, the 
analysts are treated to a flurry of 
numbers and investment plans, one 
of the objectives being of course to 
drive home the point that it is busi- 
ness as usual, and the ownership 
difference between the Chairman 
and the Vice Chairman hasn’t impac- 
ted the Rs 1 lakh-crore group's ope- 
rations in any way: Capital expen- 
diture over the past nine months, of 
Rs 2,600 crore, was leading to sus- 
tained growth, profitability ratios 
had improved, the group's consoli- 
dated profit stood at Rs 5,360 crore, 
the company had concluded India's 


first ever multi-currency transac- 
tion (involving the yen, dollar and 
euro) for $350 million (Rs 1,540 
crore), and that the conglomerate 
had lined up investments of $8-10 
billion (Rs 35,200 crore-Rs 44,000 
crore) for the next five years. 
Unsurprisingly, as one analyst 
rather coyly noted, when it came to 
painting the group's consolidated 
picture, not too many slides were 
spent on Reliance Energy. Predic- 
tably too, Reliance Infocomm hog- 
ged a fair bit of the presentation's 
latter half: The consolidated net 
loss of RCIL was now down to Rs 79 
crore, Reliance Infocomm had not- 
ched up an operating profit of 
Rs 512 crore, and the net impact on 
RIL’s consolidated profit was (just?) 
Rs 274 crore. The message for the 
analysts was loud and clear: RIL’s 
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JOURNEY TO A SETTLEMENT. 
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investments in associate companies 
(read Infocomm) will ensure hand- 
some returns, which will be ref- 
lected in future profit growth of 
these companies. 

If the equity researchers, and 
indeed RIL shareholders, thought 
they could rest assured that RIL, 
Reliance Infocomm, and the entire 
group for that matter, had indeed 
stayed impervious to——and if the 
figures are to believed, in fact thrived 
during—the no-holds-barred tussle 
for ownership between Mukesh and 
Anil Ambani, they perhaps were 
compelled to do a rethink a couple 
of days later. Reports surfaced that 
the Vice Chairman had sent a volu- 
minous report on apparent trans- 
gressions of governance within RIL 
to the corporate governance com- 
mittee that had been put together by 
the RIL board at a board meeting on 
December 27. The salvo put paid to 
speculation within RIL that Anil was 
ready to meet and thrash out mat- 
ters with Mukesh, which appeared 
faintly possible considering that, as 
insiders reveal, Anil was particu- 
larly cheerful and didn’t attempt 
to raise issues at the quarterly results 
board meeting. 

Anil, it would seem these days, is 
in a mood to fire his volleys outside 
the boardroom. Last fortnight, he 
reportedly demanded an indepen- 
dent report from the government 
nominees on the PEL board on the 
activities of Director Anand Jain. 
The 500-page tome on RIL would 
have to be considered more serio- 
usly though, coming as it is in the 
wake of documents from the Regis- 
trar of Companies that home in on 
the fact that Mukesh and wife Nita 
own a little over half of the voice 
and data holding company Reliance 
Communications Infrastructure 
Limited (КСП), and that they had 
indeed—via a string of companies—- 
purchased these shares for just Rs 
101 crore. The average acquisition 
cost per share for the Chairman and 
his wife works out to an absurdly 
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low Re 1 per share, as against Rs 26 
per share, which is what RIL paid for 
its 45 per cent holding in RCIL by 
forking out Rs 2,331 crore. 

RIL’s official spokespersons. have 
no comment to offer on this trans- 
action, and say it’s up to the cor- 
porate governance committee to 
pass its verdict. You have to wonder 
though: Is RIL silent because there's 
little it can do to defend the acqui- 
sition. of RCIL shares for a song by 
Mukesh and Nita? Or does it have 
. confidence in the corporate gover- 

nance committee, one of whose 
members had last fortnight repor- 
tedly claimed that two retired judges 
had given Rit a clean chit for its 
investments in Infocomm? 

Whatever that answer may be, 
the moot point is how the apparent 
lapses of governance within RIL and 
RCIL are going to affect the proposed 

` settlement between the two brothers. 
An RIL spokesperson emphatically 
says that there’s no climb-down from 
previously asserted stances by the 
Chairman: That the family estate 
(including the family share in RIL) 
can be split between the family mem- 
bers and even management control 
can be apportioned between the 
brothers (if fences can be mended), 
but RiL's businesses cannot be phy- 
sically divided. And, yes, Anand Jain, 
Director at IPCL, will not be sacrificed. 
"Anil has been very much part of 
the board all this time (during which 
he has alleged conflicts of interest 
between Jain’s business activities and 
his position at IPCL), and this holier- 
than-thou attitude of his is difficult to 
reconcile with,” says the RIL spokes- 
person. Anil has been given an 
opportunity to reconsider his resig- 
nation (in protest against Jain’s alle- 
ged misdeeds). 

The settlement for its part is go- 
ing to take its time, and it would be 
surprising if by February 24—Koki- 
laben's birthday—-a solution is 
laid out. RIL watchers wonder how 
much more ammunition Anil has in 
his quiver, now that he's put a 
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500-page volume on АШ on the 
table. Insiders, though, reveal that 
they expect the thrust and parry to 
continue till well until March; Sour- 
ces in the Chairman's office ackno- 
wledge that it makes sense to find a 
solution before the annual general 
meeting (AGM), which would take 
place some-time in June, as mat- 
ters could take an ugly, unpredic- 
table turn at the shareholder meet. 

For the time being though, if the 
quarterly results are any indicator, RIL 


has emerged pretty udh lanscathed 
(though not smelling of roses by 
any yardstick) since the issue of 
ownership burst into the media 
glare in mid-October. The. simple 
(fortunate) reason. for that is that 
Reliance has become too big an 
animal for the brothers to personally 
look into, Whilst Mukesh and Anil 
focus on the new initiatives (Mukesh 
on Infocomm and Anil ön power), а 
crack A-team of professionals takes 


care of the existing businesses, 
manufacturing and projects. All the 
businesses—textiles, polyester, fibre 
intermediates, chemicals, oil and 
gas, petroleum refining, petroleum 
retailing, etc.—are headed by presi- 
dents (who report to the RIL board). 
Similarly, the Patalganga, Hazira, 
Jamnagar and pAKC facilities are 
headed by presidents. These presi- 
dents constitute autonomous bodies 
managing their respective businesses, 
going up to the Chairman only when 





strategic decisions need to be taken, 
or investments need to be made. 
“The Chairman functions as a ven- 
ture capitalist. I go to him for fun- 
ding and keep him abreast of imple- 
mentation of strategies," is how 
one head of an RIL business puts it. 
Patriarch Dhirubhai clearly did a 
great job in initiating the segrega- 
tion of ownership and manage- 
ment. Now if only the. ownership 
was as transparent! 
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In eight months in office, Messrs Singh, Chidambaram 
and Ahluwalia have proved their ability to manage 
political variables to suit their economic agenda. 


BY ASHISH GUPTA 


STORY IS DOING THE 

rounds of South Block 

about how the con- 

tentious Press Note 18 

came to be scrapped. 

After waiting for months for the 

relevant notification to come from 

the commerce ministry, Prime 

Minister Manmohan Singh wrote a 

terse letter to Commerce Minister 

Kamal Nath stating that he would 

be making the announcement at 

С?з Partnership Summit 2005 in 

Kolkata, whether the notification 
was issued or not. 

He did exactly that on January 

12, 2005—announcing his gov- 

ernment's decision to *do away 


Tax 


WHAT 
THEY 


HAVE 


and Management Act 


WI Imposing VAT. Reducing 
tariffs. Introducing tonnage 
tax in shipping. Notifying 
rules for Fiscal Responsibility 


with the provisions of Press Note 
18 for all future joint ventures with 
foreign partners”. Singh added that 
Nath would make a detailed 
announcement later in the day. 
That’s Manmohan Singh for 
you. The 72-year-old economist 
from Nuffield College, Oxford, 
and India’s 14th PM, is a man in a 
hurry. He maintains a punishing 
13-hour daily schedule—8.30 
a.m. in the morning to 9.30 
p.m.—with an hour-long break 
in between, seven days a week. 
Singh's agenda: sustained growth 
with equity and social justice. He 
has repeatedly stressed at various 
fora that “Growth is not an end 


Infrastructure 
EE Allocating Rs 1,72,000 
airports. Creating more 


special economic zones. 
Pushing Open Skies policy 


crore for roads. Privatising 


itself, but a means to generate 
employment, banish poverty, 
hunger and homelessness, and 
improve the standard of living of 
the mass of the people.” 

The PM regularly invites Left 
leaders—his biggest critics and also, 
ironically, his government's life sup- 
port system—for extended breakfast 
meetings to convince them of the 
need for more reforms. The Left 
parties, caught between their ideo- 
logical opposition to reforms and 
their political compulsion of keep- 
ing the NDA (the previous National 
Democratic Alliance government 
led by the BJP) out of power, have 
allowed themselves to be convinced 


FDI 


ИШ Amending Press Note 
18. Increasing FDI ceiling 
in aviation to 49%. 
Creating the Investment 
Commission headed 

by Ratan Tata 





Capital Market 


E Abolishing 
long-term capital 
gains tax on equities. 
Reducing short-term 
capital gains tax 

to 5% 


Trade 


ШШ Introducing 
Ordinance on WTO- 
compatible patents. 
Including services in 
Foreign Trade Policy 
2004-08. Strengthening 


the Look East policy 


Disinvestment 


E Adopting the IPO 
route for divesting 
government stake 


Banking 


ШШ Encouraging public sector banks to 
merge. Allowing foreign banks holding 
stakes in Indian banks to exercise vot- 
ing rights in keeping with their stake. 
Increasing FDI ceiling in private Indian 
banks to 74%. Restructuring IDBI 
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SINGH'S ECONOMIC 


A TEAM 


EE. P. Chidambaram, Finance Minister. 


re 


A top-notch lawyer and a reformer at heart, 
he will be the lead author of another 
(dream?) Budget in a few weeks 


Montek Singh Ahluwalia, Deputy Chairman 
of the Planning Commission. He was Finance 
Secretary in the P.V. Narasimha Rao gov- 
ernment and today is Singh's pointman for 
economic reforms 


C. Rangarajan, Chairman, Prime Minister's 
Economic Advisory Council. Former 
Governor of RBI and the ideas man for the 
Manmohan Singh government 


Y. Venugopal Reddy, Governor, Reserve 
Bank of India. Singh's former colleague in 
the finance ministry, he enjoys the Prime 
Minister's complete confidence on monetary 
matters 


Rakesh Mohan, Secretary, Economic Affairs. 
One of the key input men for P. Chidam- 
Багат'ѕ next Budget (2005-06) 


Mani Shankar Аіуаг, Petroleum & Natural 
Gas and Panchayati Raj Minister. An out- 
spoken Nehru-Gandhi loyalist, he has 
revolutionised the concept of oil diplomacy 
in India 


Dayanidhi Maran, Communications & 
Information Technology Minister. The young 
DMK leader is taking the country’s IT and 
communication revolution forward 


Praful Patel, Civil Aviation Minister. He has 
allowed private carriers to fly beyond West 
Asia and is in the process of signing an 
open skies agreement with the US 


Sharad Pawar, Agriculture, Food & Civil 
Supplies Minister. He is an old ally who 
supported Singh's cause and stood up for 
him even during Narasimha Rao’s days 





by the government's sleight of hand. Mostly 
(see If You Can't Fight 'em, Flank 'em). The 
5 per cent disinvestment of government eq- 
uity in National Thermal Power Corporation 
is clearly just the first of more such examples. 
The interest rate on Employees Provident 
Fund has been cut from 9.5 to 8.5 per cent 
despite strong opposition from unions; pri- 
vate airlines can fly on international routes; 
and private players can enter the hitherto 
sacrosanct pension fund business (see What 
They Have Wrought). 

Says Andrew Holland, Vice President of 
investment bank psp Merrill Lynch: “The 
message from the UPA government is clear: 
Reforms are on course, though maybe not at 
a pace that foreign investors would have 
liked, But there are the compulsions of coali- 
tion politics.” (See Where They Messed Up.) 

yolstering the UPA government's reformist 
image is the reassuring presence of 59-year- 
old FM Palaniappan Chidambaram. His first 
3udget under Singh only reinforced his cre- 
dentials. Surjit Bhalla, Managing Director of 
Oxus Fund Management, points out that 
he maintained his *reformist tag" despite 
the pulls and pressures of the alliance partners 
and the Common Minimum Programme. 

Chidambaram has brought a host of 
new services under the tax net—expanding 
the tax base and reducing the distortions in 
the tax structure—and reiterated the gov- 
ernment's resolve to increase foreign direct 
investment (FDI) limits in insurance, avia- 
tion and telecom from their present levels of 
26, 40 and 49 per cent respectively, to 49, 
49 and 74 per cent. Already, FDI of up to 49 
per cent is allowed in aviation; the rest, 
hopefully, will follow. 

But the Harvard-educated lawyer would 
probably consider the proposed introduction 
of the state-level value-added tax (vAT) from 
April 1, 2005, as the icing on the cake. Rem- 
ember, five attempts by previous governm- 
ents had resulted in failure. Says S. Madhavan, 
Executive Director, PricewaterhouseCoopers: 
“The introduction of a state-level VAT will be 
an important step in the final integration 
of a unified УАТ—а common goods and servi- 
ces tax—which is the international practice." 

Chidambaram can also think out of the 
box when necessary. When the inflation 
rate touched 7.5 per cent for the week ended 


2 


July 31, 2004, the highest level in the last 
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DISINVESTMENT 

o privatisation of profit-making PSUs, the Left parties 

dictated. Yes comrades, said the Prime Minister, but 
found a way around this problem. Since the sale of up to 49 
per cent stake in any PSU would not amount to privatisa- 
tion, FM P. Chidambaram went ahead and budgeted for Rs 
4,000 crore as disinvestment proceeds. The govemment fol- 
lowed this up by selling a 5 per cent stake in National 
Thermal Power Corporation for Rs 2,700 crore. On the block 
are also small stakes in Air-India, Maruti and Bharat 
Heavy Electricals Limited, among others. 


LABOUR REFORMS 
|: wasn't just the Left; some other UPA constituents, like 
Laloo Prasad Yadav's Rashtriya Janata Dal and Ram 
Vilas Paswan's Lok Jan Shakti Party, were also not willing 
to budge an inch on-labour reforms. The way out? Creation 
of more special economic zones (SEZs), where the country's 
restrictive labour laws don't apply. State governments were 
told to. liberalise local statutes and Development 
Commissioners were empowered to take all decisions. The 
SEZ policy: іѕ іп place, but the long-pending SEZ Act, 
which provides incentives and simplifies procedures, will take 
time: It has been referred to the group of ministers. 


IF YOU CAN'T FIGHT ‘EM, FLANK ‘ЕМ 





























PRESS NOTE 18 

uccessive governments had tried to scrap, or at 

least modify, Press Note 18 for some time now. 
But a strong domestic industry lobby, the Left and 
sundry other politicians had successfully scuttled the 
move every time it came up. Then, the Prime Minister 
suddenly announced the virtual scrapping of the note at 
Cll’s Partnership Summit in Kolkata on January 12, 
2005. Henceforth, foreign companies will require a 
no-objection certificate (NOC) from their Indian partners 
only if they enter the same line of business as their 
local joint venture. No NOC will be required if they 
wish to enter any allied businesses. 


BANKING REFORMS 

he government wanted to allow foreign banks to 

hold up to 74 per cent stake in Indian private banks, 
up from the current ceiling of 49 per cent. Nothing doing, 
said the Left (who else?). The two sides met... and 
worked out a compromise. Foreign banks still can't buy 
74 per cent stake in their domestic coünterparts, but can 
increase their shareholding by an incremental 10 per cent 
per year up to an upper limit of 74 per cent. Now that's 
a creeping victory for the reformers. 








couple of years, he sought the 
advice of Saumitra Chaudhuri, 
Economic Advisor at credit rating 
agency ICRA and, later, a member 
of the PM's Economic Advisory 
Council, and immediately slashed 
duties on steel, edible oil, petro- 
leum products and sugar. Today, 
the inflation rate is a more benign 
5.7 per cent. 
Completing the (elati 
Holy Trinity is the 61-year-old 
. Deputy Chairman of the Planning 


“Commission, Montek Singh _ growth trajectory 


WHERE THEY MESSED UP 


In a bid to provide growth with social 
justice, the UPA government may have 
overdone the equity bid. 


WW 2 per cent education cess on all taxes: 
Not only will it impose an additional tax 
burden on everyone, it will also lead to 
greater leakages in the absence of a 
__ Proper delivery system 


Wi Job reservations in the private sector: 
it is not (yet) mandatory, but it can 
create distortions in the system, 
pulling the economy back from its 





is the PM's Man Friday in the UPA 
government. 

Having technocrats in charge 
of the economy has another 
advantage: They don't play pol- 
itics with development. The 
Manmohan Singh government 
has cleared Rs 1,72,000 crore 
for the completion of the 
National Highways Develop- 
ment Project, the signature proj- 
ect of the previous NDA regime, 
over the next seven years. This 
includes the Phase III upgrade of 





< Ahluwalia, another member of 
the PM's 1991 economic team. 
+ Ahluwalia's omniscience in mat- 
ters economic has brought him 
into the Left's line of fire—rem- 
ember the controversy over the inclusion of World 
Bank members in various Planning Commission com- 
mittees? The finance ministry is also unhappy over his 
proposal to use the country's $130-billion-odd (Rs 
5,85,000 crore) foreign exchange kitty to finance 
infrastructure projects. But there is no denying that he 
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и National Employment Guarantee Scheme: 
Unless implemented properly, Rs 44,000 
crore could go down the drain annually 


10,000 km of existing national 
highways into four/six lanes and 
Phase iv development of 6,396 
km of national highways in the 
north-eastern states. 

And now, with C. Rangarajan coming aboard as 
Chairman of the five-member PM's Economic Advisory 
Council, and Rakesh Mohan back in the finance ministry 
as Secretary, Department of Economic Affairs, the PM's 
Dream Team is ready (see Singh’s Economic A Team). 
We are just waiting for the next dream Budget. 


~~ 
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Indian Aviation’s 





Take Off 


An ‘open skies’ policy and an impending explosion of low- 
cost carriers mean a boom like never before for the airline 
industry. Yet, there's plenty that can go Wrong. BY KUSHAN MITRA 


FTER FLYING LOW FOR ALMOST A DECADE, 

the airline industry in India is finally 

beginning to pull its nose up. Take a 

look at the big picture: On the one hand, 

the government is opening up the skies, 
allowing private Indian carriers to fly international 
routes and foreign carriers to increase their services 
to the country. On the other, there’s a boom in 
capacity and passenger traffic, driven by the emer- 
gence of the low-cost airline phenomenon. At 
present, there’s only one such carrier, Air Deccan, 
but as many as four are waiting in the wings, 
including one from Vijay Mallya’s ив Group and 
another from Nusli Wadia of Bombay Dyeing. 
Indian Airlines (A) and Air-India (A-), both troubled 
state-owned carriers, are gearing up for a big fleet 
expansion, and if rejuvenated, could help make fly- 
ing cheaper for the consumer. In between all this, 
the government has kickstarted privatisation of 
key airports. The winning bids for Delhi and 
Mumbai airport will be chosen, if all goes to plan, 
by March-end. Hyderabad is already getting a new 
private airport, a deal already having been signed, 
and in Bangalore, after a decade's delay, the 
Rs 1,300-crore project has been approved. 

As a result, the domestic aviation market, which 
grew at a meagre 5 per cent per annum over the last 
10 years, is beginning to soar. Last calendar, some 
15 million Indians travelled by air. This year that fig- 
ure could jump to 17 million. But according to the 


consultancy Centre for Asia-Pacific Aviation (CAPA), 
domestic passenger traffic could grow at a much fas- 
ter rate in the coming years. CAPA puts that at a 
whopping 27 per cent per annum for the next 
five years (although the actual growth could be half 
of that). That means by 2010, there could be 60 
million Indians travelling by air, resulting in an 
industry that's Rs 30,000-crore or $7-billion big. 
Says Jayesh Desai, a Director at Ernst & Young 
(E&Y), and an industry consultant: *With key poli- 
cies in place and Indian carriers also becoming more 
aggressive, things are looking good in the sector." 


Air Travel Gets Affordable 

Globally, aviation is a notoriously unprofitable 
business. Even in the best of times, airline bottom 
lines are never too far from the red. Why? Like in 
India, both fixed costs (in terms of leases and 
government fees) and variable costs (fuel and land- 
ing costs) are high, which means even a slight 
drop in traffic can bleed an airline. So why are so 
many entrepreneurs rushing into the business in 
India? Opportunity. Just like mobile telephony 
took off in India after prices dropped, air travel 
could boom with higher incomes and falling fares. 
Consider Air Deccan: rivals were sceptical when the 
airline announced plans of flying people cheap. But 
today, it boasts of a passenger load factor (a meas- 
ure of seat capacity utilisation) of a stunning 90 per 
cent. Most airlines consider themselves lucky if 
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"We are trying to do things 
as fast as we can” 


Since taking charge in May last year, Civil 
Aviation Minister Praful Patel has speeded up 
aircraft acquisitions for Air-India and Indian 
Airlines and opened up the Indian skies. 
Described as the best aviation minister in a 
decade, Patel spoke to BT's Kushan Mitra on 
his recent moves. Excerpts. 


How will the open skies treaty with the US help? 
The treaty was over half-a-century old and it 
restricted the operation of Indian carriers to 
only four cities in the US. There is a large 
amount of traffic between India and the US that 
is going to carriers from Europe, South-East Asia 
and the Middle East. Why should other coun- 
tries, and not India and the US, benefit? 


What about Air-India's fleet expansion? 
Tenders have been issued, but in the interim, 
aircraft will be leased to operate these sectors. 


Private carriers will soon get the nod to fly interna- 
tional routes. How will you regulate them? 

We have asked all eligible carriers to submit con- 
crete proposals before we grant approvals. They 
can’t just wish to fly routes because they sound 
good. Carriers that default on allocated routes 
will lose their authority to fly those sectors. 


Civil Aviation minister Praful Patel: 
Putting strategies into place 
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they manage 65 per cent. Says G.R. Gopinath, Air Deccan's 
CEO: “My passengers are nurses, masons, clerks... these are 
people who have never travelled by air before. The bigger 
airlines may think that I am stealing their consumers, but 
I may have actually grown the market.” 

That point isn’t lost on his rivals. Traffic is growing 
both on the major routes (between metros) and “feeder 
routes” (between smaller cities) within the country, besides 
which the opening up of regional international routes like 
India to Sri Lanka and Thailand has made available an 
entirely new market to the private carriers. Jet Airways, 
the #1 airline with a market share of 43 per cent, is in the 
middle of an initial public offer (IPO) to raise money to 
expand its fleet of 34 Boeing 737s and eight ATR 72s. 
According to industry grapevine, Jet is said to have 
closed a parallel deal for long-haul Boeing 767s, which will 
allow it to fly international long-distance routes. London 
and Singapore are two destinations that Jet is expected to 
start services to initially. 

Air Sahara, which has a 14 per cent share of the market 
with a fleet of 20, also plans to add 12 new aircraft by 
March next year, but hopes to start flying to Thailand, 
Malaysia and Singapore latest by May this year. Meanwhile, 
it is building a brand new hub at Hyderabad, which will 
serve both its domestic and international flights. Says 
Rono Dutta, former President of United Airlines and cur- 
rent MD of Air Sahara: “By the end of this year, we expect 
to have a fully functional international operation.” 

Vijay Mallya’s Kingfisher Airline has announced a 
launch date of early May 2005, and the first of its eight air- 
craft—an Airbus A320—will arrive in April. Pervez 
Damania, who previously worked with Sahara but is now 
President of Kingfisher Airline, says that theirs won’t be a 
run-of-the-mill carrier. “There are people who would 
want to travel in class in a carrier you would want to be 
seen in without getting ripped off, and that’s what we 
plan to be,” says Damania. Kingfisher has signed up Alex 
Wilcox as the CEO. Wilcox played a key role along with 
David Neeleman in the creation of JetBlue—one of the 
hottest airlines in American skies and on Wall Street. 
Next year, Kingfisher plans to add another eight aircraft. 

What’s good for the private carriers isn’t necessarily 
good for the state-owned giants, ІА and A-1. These two 
have been fighting competition with one hand tied behind 
their back. 1A, which has a fleet of 65, has been flying 
with an ageing fleet, simply because it needs government 
approval to buy or lease aircraft, and that has been long in 
coming. After a delay of 10 years, however, it seems IA may 
finally get to buy 43 new Airbus (A319, A320 and A321) 
aircraft in a deal estimated at $2 billion (Rs 8,800 crore). 
Says Sunil Arora, the airline’s Managing Director: 
“Obviously, we will grow in the domestic sector, but with 
the government planning to liberalise foreign routes, that 
is where we see the biggest growth for Indian Airlines.” 
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by May 2008. 


Which international routes 1A gets to fly will depend 
on the Ministry of Civil Aviation, but the freedom to 
fly them will put the carrier—besides Jet, Sahara and 
international carriers—head-on with the nation's flag 
carrier, А-1. Like its sister company, А-1 has been at the 
receiving end of Indian bureaucracy. But now it has 
floated global tenders for fleet expansion. Over the 
next two years, А-1 is aiming at a fleet size of 74. At 
present it has an aged fleet of 35, of which all but six 
are to be retired. The 68 new aircraft will initially be 
leased, but there are plans to buy too. “A-1 needs to be 
more flexible and react faster to the needs of the 
marketplace," says V. Thulasidas, Chairman and 
Managing Director of the airline. 

The fleet expansion is aimed at that. Starting April 
this year, the airline will launch А-1 Express—a value- 
for-money service that will ply between India and the 
Middle East. The 18 aircraft on this service will only 
offer economy seats and there will be “scaled-down 
frills”. Flight turnarounds will be quicker and fares, 
although not yet finalised, could be 30 to 40 per cent 
lower than regular fares. *Our basic focus needs to be 
the core business of flying passengers; other non-essen- 
tial services can be outsourced,” says Thulasidas, refer- 
ring to union problems at the bloated carrier. 


Air Pockets 

Despite the rush of airlines, there are several and severe 
constraints in the industry's expansion. The single- 
biggest of them is, of course, airport infrastructure. At 
Delhi and Mumbai, Jet and 14 hog the parking bays and 
check-in counters. A new entrant will be hard-pressed 
to find space here. How important is that? Here's an 
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answer from Merrill Lynch’s research report on the Jet 
IPO: “The usage of parking slots is a key component in 
an airline's ability to establish a viable network out of 
the major hubs. By utilising the parking slots, the air- 
line can originate flights from the major airports at peak 
times—enhancing aircraft utilisation..." 

The newer airlines may still get to fly out of Delhi 
and Mumbai, but they may have to park overnight at 
a nearby airport like, say, Lucknow or Pune (respec- 
tively). Not only will they incur higher costs in doing 
so, but more importantly, miss the peak traffic. One 
alternative would be to allow them to use the inter- 
national airports, which typically get traffic at night and 
remain empty during the day time. The other option, 
of course, is to upgrade the airports (see The Airport 
Bottleneck). Says Scott Bayman, President and CEO, GE 
India, which makes aircraft engines, besides leasing air- 
craft: *Even if the domestic traffic is to grow dramat- 
ically, the infrastructure must improve." 

What does that mean for the industry in the short 
run? A big shake-out. Don't forget that when the 
industry was liberalised back in 1991, a rash of airlines 
took to the skies, only to come crashing down (East 
West and Damania Airways were just two). A repeat of 
that is almost a certainty. Says Damania: “I really 
don't expect many of these planned carriers to start fly- 
ing. If they do, best of luck to them." 

Without doubt, though, it's a brave new industry 
that’s taking to the skies. A dogfight will lower costs and 
put air travel within the reach of millions of Indians 
who travel by train. Only that investors will need to keep 
an eye out for airlines falling out of the sky. Œ 

ADDITIONAL REPORTING BY ABIR PAL 





а 55 а 








Crompton Greaves 


AC Alternator are ahead of competition. 








* Range 2.5 KVA to 82.5 KVA in slipring and 
5 КУА to 625 КУА in brush less construction 
* 2 pole ( 3000 RPM) also available 


* Unique aluminium body, lightweight and compact IGG | Crom pton 


Ideal for use in canopised construction gensets | | Greaves 
Suitable for all makes of engines EVERYDAY SOLUTIONS 


LT Motors Division 
A-6/2, M.LD.C., Ahmednagar 414111. Tel. : (0241) 277 6150 - 157 Fax (0241) 277 7508 
East : Kolkata : (033) 2282 9681 Bhubaneshwar : (0674) 253 1128 
West : Mumbai : (022) 5555 8593 Ahmedabad  : (079) 2658 1729 Indore : (0731) 2498 269 Pune : (020) 2553 4675 
North: Delhi — :(011) 3041 6300 Lucknow :(0522) 2239443  Jalandhar : (0181) 245 9467 Jaipur : (0141) 2376 919 
South : Chennai : (044) 2825 7375 Secunderabad : (040) 27847090 Bangalore : (080) 5139 1931 Cochin : (0484) 2370 860 
For more information log on to www.cglonline.com 















bt telecom 





ectrum 


ars 


With the government set to announce its spectrum 
policy, rival telco camps are lobbying furiously to put 
one over the competition. At stake: the future of 
third generation mobile services in India. ву sanan r.v. 






T'S FOUR IN THE AFTERNOON AND ALTHOUGH IT I5 STILL WINTER, DUSK IS AT LEAST A COUPLE 
of hours away in Delhi. In Room No. 210 in Sanchar Bhawan on the capital's Ashoka 
Road, Nripendra Misra, Secretary, Department of Telecommunications (DOT), is 
strangely calm. “By March 15, Гат confident, the bor will announce its new spectrum 
policy," murmurs Misra, who retires on the last day of March. His composure contrasts 
starkly with the agitation that marks most players in telecom; for starters, everyone would 
like to second-guess Misra, once the senior-most Indian bureaucrat interacting with the World 


THAT GSM VS. CDMA THING AGAIN 


The spectrum wars have again divided the industry vertically, with companies using the CDMA platform 
(Reliance Infocomm, Tata Teleservices) on one side and those using the GSM one (Bharti, Hutch) on the other. 





ASSOCIATION OF UNIFIED TELECOM SERVICE 


PROVIDERS OF INDIA (CDMA 


Current allocation of 5 MHz in the 800 band is They are yet to reach the subscriber numbers 
projected in their original agreement with the 


insufficient; need additional bandwidth in other bands for government, which stipulates that fu rther frequency 
expansion. Internationally, allocations for CDMA allocation is linked to subscriber growth. 
operators varies from 10 MHz—20 MHz 

| CDMA operators should not be given the 1900 MHz 
Want the 1900 MHz band to be allocated to CDMA opera- band as that would interfere with 3G GSM services 
tors for 3G services. GSM operators should operate 3G in the 2000 MHz band. In fact, CDMA operators 


services in the 1800 MHz band, not the 2000 MHz band. should be given the 1800 MHz band. 

: : The CDMA operators are out to kill GSM operators. 
Even if the 2000 MHz is allocated to GSM operators, the This suggestion involves rejection filters at 
interference from CDMA's 1900 MHz band to GSM's 3G every base station and guard bands greater 
services can be blocked using guard bands and filters. than 5 MHz, involving huge investments. 
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CONSTANT REFRAIN 


The spectrum war is the latest in 
the ongoing Us vs. Them saga in 
Indian telecom. 


1995: india kicks of mobile phone services with 
two GSM operators in a service area. The spectrum 
allocated is 4.4+4.4 MHz in the 900 band. 


1999: With the development of new technologies 
like CDMA, all licences are made technology 
neutral. The third cellular mobile licence is given to 
incumbent operators like MTNL and BSNL. 


2001: The government auctions the fourth cellular 
licence. The spectrum allocated is 4.4+4.4 MHz іп 
the 1800 band, with a possibility of 

increasing it to 6.2+6.2 MHz. 


The government allows companies offering basic 
telephony services to provide ‘limited mobile’ 
services. Cellular companies protest. 


2002: Reliance Infocomm launches its full mobile 
service using CDMA technology and also offers 
national roaming much to the chagrin of the 
cellular operators. Reliance prices its calls at 

40 paise a minute; the cellular companies are 
forced to cut tariffs. 


2003: The government allows migration from a 
service-specific regime to a unified-licence regime. 
This means operators like Reliance Infocomm and 
Tata Indicom (who had missed out on the cellular 
opportunity in the earlier auctions) can get into 
business by paying the differential between the 
entry fees paid by them and the amount paid by 
the fourth cellular licensee. 


2004: A controversy on access deficit charge 
erupts, with BSNL and MTNL alleging that Reliance 
Infocomm is avoiding paying ADC by routing 
international calls as local calls. The Department 
of Telecommunications fines Reliance Rs 150 crore 
for this alleged violation of licence conditions. 


With both CDMA and GSM operators vying for 
market share in the growing wireless market, 
another tug of war starts over the allocation of 
additional spectrum. CDMA operators want the 
1900 MHz band for their 3G services while GSM 
operators say that this will interfere with their own 
3G services in the 2000 MHz band, as already ear- 
marked in the National Frequency Allocation Plan. 


2005: TRAI is expected to come out with its 
spectrum recommendations in end-January or early 
February. DoT will take a final decision on the 
allocation of spectrum by March 15. 
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Trade Organisation (WTO). Right now, the UP cadre 145 officer is 
waiting for recommendations on the spectrum policy, which 
Pradip Baijal and his team at the Telecom Regulatory Authority of 
India (TRAD are now busy preparing at their Safdarjung Enclave 
office, located a few kilometres away from Sanchar Bhawan. 

It’s still not clear what Baijal will recommend; nor does anyone 
know whether Misra and his boss, telecom minister Dayanidhi 
Maran, have already decided what shape the policy, eagerly 
anticipated and with the power to make or break telcos should take. 
Its importance is evident from what Baijal, the TRAI chairman, who 
has been in and out of long meetings at his HQ, tells this corre- 
spondent over the phone: “It’s a very important issue (spectrum) 
and I would like to talk to you on that. You know, there is 
tremendous pressure on me (from various interested groups).” Baijal 
could not meet BT till the issue went to press, but one thing is clear: 
another bloody battle is in the works in the Indian telecom business. 

This time, the bone of contention is radio spectrum fre- 
quency, a scarce natural resource used by telecommunica- 
tions and broadcasting service providers to transmit data or 
voice. Yet again the war is between the two competing mobile 
technology platforms, GSM and CDMA. 

The dispute is over the frequency band at which each technology 
group will provide 3G (third generation) services that will offer high- 
end Internet applications on mobile phones at 200 times faster than 
the current speeds (see That GSM vs. CDMA Thing Again). To cut to 
the gist, the CDMA lobby wants the 1900 MHz band and the GSM 
lobby fears this will interfere with their proposed 3G services on the 
2000 MHz band, and says CDMA operators should be given the 1800 
MHz band. Both sides have their arguments laid out. 

“I will lose my bargaining power with vendors and it would 
make a bad business case even if they agree to make equipments for 
the 800 and 1800 MHz combination," says an executive at a top 
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DAYANIDHI MARAN | NRIPENDRA MISRA PRADIP BAUAL 
Minister, IT & Communications | Secretary, DoT Chairman, TRAI 


Misra wants every- | Baijal’s recom- 
one to wait for the | mendations are 
spectrum policy awaited but he is 
that he will deliver | likely to go with 
by March 15 | the CDMA lobby 


Maran's sympa- 
thies, unlike his 
predecessors', are 
reportedly with 
the GSM lobby 
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INDIA FREQUENCY ALLOCATION USAGE 


Frequency Allocation Purpose 


1606.5-1800 KHz: Various frequencies in this band 
for Cordless Telephone 


1800-2000 KHz, 3500-3700 KHz, 3890-3900 KHz, 
7000-7100 KHz, 14000-14350 KHz, 21000-21450 KHz, 
etc.: Amateur service in various bands (HAM Radio) 
3698 & 5883 KHz: Shipping Industry 

26175-27550 KHz: Citizen Band 

146-148 MHz: Radio Paging System 


36.5, 36.7, 37.1, 37.9, 1.60 & 61.8 MHz: 
Radio Microphone 


91.5-95 MHz: FM Broadcasting 


150.525, 151.250 & 166.950 MHz: OB Vans & 
Film Shooting 


174-230 MHz: Wireless Telemetry Seismic System, 
Digital Audio Broadcasting, etc. 


273-387 MHz: Requirement of Rural Communication 
350-351 MHz: Short Range Radio 

406-450 MHz: Digital Seismic Telemetry 
450,5-450.75/460.5-467.5 MHz: Mobile Technologies 


806-824/851-869 MHz (Different bands): PMRTS (Public 
Mobile Radio Trunking System) 


806-890 MHz: Mobile Satellite Service, Broadcasting 
824-844/869-889 MHz: CDMA-800 MHz band 


890-915/935-960 MHz & 1710-1785/1805-1880 MHz: 
GSM-900 MHz band & 1800 MHz band 


1880-1900 MHz: Cordect 

1850-1910) 1930-1990 MHz: US PCS-1900 MHz band 
1920-1980/2110-2170 MHz: IMT 2000 band 
2.4-2.4835 GHz: Wi-Fi 


2.535-2.655 GHz & 3.3-304 GHz: LMDS / MMDS (Local 
Multipoint Distribution System/Microwave 
Multipoint Distribution System) 


2.7-2.9 GHz: MMDS 
10.15-10.65 GHz: LMDS 


10.95-11.2 GHz & 11.45-11.7 GHz: 
Fixed Satellite Service 


24.5-26.5 GHz: LMDS 
27.5-29.5 GHz: MMDS 


Under consideration in various bands: RFID, Public 
Protection & Disaster Relief 


The spectrum allocated to the armed forces is not indicated. 
But they are present in almost all the bands. 
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A.K. SINHA MUKESH AMBANI 

CMD, BSNL CEO, Reliance Infocomm 
The state-owned | Lobbying is out; 
operator's | His hands are 


preference could 
have some say on 


full fending off 
salvos from his 


| SUNIL MITTAL 
| CEO, Bharti Tele-Ventures 


His company has ov 
10 million subscribe 
for its GSM service , 
and Mittal himself is, 





the policy brother, Anil no pushover 


CDMA operator. He goes on to say that globally (mainly the us, 
Canada and Brazil) CDMA operates in the 800 and 1900 Hz band, 
ergo equipment is available. But the Cellular Operators Association 
of India (COAD, which represents GSM players, says allocating 
the 1900 MHz band to the CDMA would be “against” International 
Telecommunications Union standards (the CDMA lobby denies this) 
and that this would block the migration of GSM players to 3G serv- 
ices in the 2000 MHz band. 

In the past, the CDMA lobby, its cause championed by Reliance 
Infocomm, has always had the last laugh, but if the current situ- 
ation is any indication, the regulator (TRA and DoT seem to be in 
rival camps, with the GsM lobby acquiring more clout with the lat- 
ter. The present DoT under Maran, telecom industry watchers say, 
is not pleasantly disposed towards Reliance and the CDMA lobby. 
That could explain why the Gsm lobby isn’t unduly worried. 
“We have faith in рот and the minister Dayanidhi Maran,” says 
СОАГЅ Director General T.V. Ramachandran. However, tele- 
com secretary Misra says, “We have constituted a committee to 
look into the spectrum requirements for 3G, which would take a 
technology-neutral stand. It must also not result in monopoly of 
any technology.” 

Fact is, the GSM lobby, which accounts for about 40 mil- 
lion subscribers is no pushover. And fact is, Reliance, the com- 
pany that made a difference in past disputes (getting its and 
the CDMA lobby’s way each time) is currently not best placed 
to lobby, given the battle between Mukesh Ambani and his 
brother Anil. Despite that, the spectrum war is likely to be as 
severe as the limited mobility controversy. Also playing a part 
are the equipment manufacturers, with Qualcomm (it has pro- 
prietary rights over CDMA), Lucent and Motorola batting 
for CDMA camp, and Siemens, Alcatel and Ericsson for GSM. It 
promises to be interesting. 
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ll BHARTI TELE-VENTURES / 
BlackBerry, WiMax and more, that's why 


Technology Edge 


TS OWN INTERNAL IT FUNCTION OUTSOURCED COMPLETELY 
to IBM, Bharti Tele-Ventures—it provides telephony and 
broadband services under the Airtel brand and has over 10 
million mobile telephony customers alone across India— 
spent much of the year adopting the kind of innovative 
technologies that reduces costs, makes a difference to 
the customer or changes the rules of the game. Among 
these are the launch of BlackBerry, its pilot project to 
implement WiMax, a wireless broadband technology, its 
roll-out of EDGE networks to facilitate the next level of data 
services, and things like Hello Tunes, which allows users to customise the 
tone anyone calling them up will hear. “We have done quite a few things 
across our network, IT and for the end-user," puts Jai Menon, Corporate 

Director (Ir & Technology), Bharti, succinctly. That it has. 
SUPRIYA SHRINATE 


VIVAN MEHRA 


Ш CDFD /The DNA-fingerprinting people 


Hi-tech Cop And More 


A. PRABHAKAR RAO 
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i hae ae LITTLE THAT SUGGESTS SEYED EHTESHAM HASNAIN, THE EVER- 
smiling, 50-year-old director of the Hyderabad-based Centre for DNA 
Fingerprinting and Diagnostics (CDFD) is a policeman, yet every time he 
meets with police officers, a frequent occurrence in his case, he is 
asked which batch of the Indian Police Service he belongs to. That’s 
because of the growing use of DNA fingerprinting in law enforcement and 
investigation, a phenomenon that has seen CDFD, as it is popularly 
abbreviated, become a brand of sorts. Yet there is more to the institute 
than meets the eye: it is creating databases of endangered species of 
animals, disease patterns across India and convicts, (DNA) fingerprinting 
plants and seeds for the purpose of filing 
patents, and working, in association with Sun 
Microsystems, to set up the world’s first cen- 
tre of excellence in clinical bioinformatics. 
Wired? You bet, and organically so. 

E. KUMAR SHARMA 


Ш CHITALE DAIRY FARMS /Digital Dairy 


Four Legs Better 


\ | B fs. BUFFALOES AT CHITALE DAIRY'S FARM 
N №. in Bhilawadi, a town 250 km from 
2 к Pune in Maharashtra, and in 12 satellite 
p ‘arms in the vicinity, sport radio frequency 
ID (RFID) tags, so that the company can 
monitor and control every aspect of their 
lives that has a bearing on their output. 
“Cost reduction at every level is critical and this 
is where technology comes in,” explains 
Vishwas Chitale, who handles the dairy oper- 
ations for this family-controlled business whose 
turnover is in the region of Rs 150 crore. 
There’s more. The aforementioned RFID 
tags carry information to the company’s 
technology nervous system, Control Net: 
this, in turn, uses these as inputs to con- 
trol the automated production plants 
that are wired with soft logic proces- 
sors. “All production data, which is 
logged and analysed, is finally available 
to the top management on call so that 
| production costs can be monitored,” 
| adds Chitale. Henry Ford would have 
been very very impressed. 
PRIYA SRINIVASAN 
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DELHI METRO RAIL CORP. / 
Drive-by-tech 


n Track 


Db: DMRC—IT WOULD HAVE, BY MARCH 
2006, commissioned 63 km of track—is 
a heavy-enough user of technology (it has 
invested some Rs 900 crore in п) to claim that 
it can run trains without a driver. “I doubt 
commuters would like that," grins R.S.T. 
Sai, General Manager (Finance), DMRC. The 
entire length of the Metro is linked by 
fibre-optic cable, the backbone of the com- 
pany's communication system that manages 
the automated signalling process and pro- 
vides bandwidth for cellular companies wish- 
ing to be on-air in a subterranean environ- 
ment. *The IT practices we have in place are 
comparable to the best in the world," boasts 
Prashant Rao, Chief Communication Engi- 
neer, DMRC. So much so that even the com- 
pany's smart card-based automated fare collec- 
tion system comes with a mechanism to pre- 
vent loitering (if you have not left the Metro 
system 75 minutes after you have entered it, 
the smart card readers will alert the cops). 
KUSHAN MITRA 
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Ш GODREJ & BOYCE / 


The mobile phone can do even more i 


A Nifty Key 


T's PURELY ONE OF THOSE PERCEPTUAL THINGS, BUT GODREJ & BOYCE, 
[. company with eight business divisions spanning refrigerators, fur- 
niture, security equipment, typewriters and storage isn’t top-of-the-mind 
for this writer when it comes to being wired. Still, in what must be a first 
of sorts, Godrej & Boyce’s entire ERP (enterprise resource planning) sys- 
tem, an information-aided management support system that runs 
through the company, is available to all executives in the sales and mar- 
keting function on their mobile phones. Godrej & Boyce worked with 
telco Hutch to design a SIM (subscriber identity module) card with a cus- 
tomised menu that makes it possible for the user to access information 
on billings, outstanding payments, collections and stock position. Users 
can also access specific information by sending an SMS that is routed to 
the company’s server, which, in turn, replies with the information, again 
in SMS format, through a modem. Users can also set alerts to access 
information according to a pre-ordained schedule. For instance, a 
regional sales manager can set an alert to access information on weekly 
sales in a particular city every Friday at close of business; the server will 
it into generate the information on the basis of invoices generated and SMS it to 
tem the manager. Some 3,000 employees of Godrej & Boyce are currently 
part of the wireless deployment initiative and the benefits have been sig- 
nificant enough for the company to roll it out to 150 dealers. *We have 
never adopted technology for the sake of it," says George Menezes, Head 
(Commercial Organisation), Godrej & Boyce. *We evaluate technolo- 
gies regularly and adopt them as and when we need them; we are the first 
company to offer such a menu on the mobile phone." That, it is. 

PRIYA SRINIVASAN 
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Bi HDFC BANK /Incremental IT TTT ШЕКТ 


Sweating The Small Things 


ae ROLE OF TECHNOLOGY IN MAKING HDFC BANK INDIA’S BEST (ACCORDING 
to the BT-KPMG study), as well as helping it grow aggressively, is pretty 
well known (this magazine has written extensively on it). That isn’t the rea- 
son HDFC Bank finds itself in this listing; the reason for that is the company's 
incremental tech initiatives, such as NetSafe, a dynamically generated self- 
destructing online payment card (HDFC Bank account holders can use this to 
shop online, specifying its time of destruction while creating it). There are HDFC Bank's NetSafe: 
other initiatives along the same line, sMS-based top-ups for Hutch’s pre-paid customers and The card's auto-cestruct 
mobile banking for Reliance Infocomm subscribers, small things that make a lot of dif- 
ference to the user, external and internal (one of the things the bank's rr chief C.N. Ram 
is proud of is an sMs-based alerts system for all bank executives in their respective areas 
of operation). “The return-on-technology investments is calculated purely in terms of busi- , 
ness benefits, which are either savings realised through operations or just straight ! 
through processing," says Ram. This is nothing if not a technology based business. 
PRIYA SRINIVASAN 
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W IBM /Flexiplace employer 


omething 

Thakur is at 

application de 
food 


Asmita Thakur @IBM: Thanks to s 
On-Demand workplace home ir 


veloper 


Н”, SHE BEEN WORKING ELSEWHERE, ASMITA THAKUR, 
a 30-something young mother would be rushing 
into office a little after nine every morning, the effects 
of a hectic chore-filled morning and a harried commute 
showing on her. Working, as she does at IBM, Thakur, 
an application developer, just logs on from home and 
does her work. Big Blue doesn’t make it to this listing 
because of this feel-good-young-mother-working-from- 
home bit; it does because of something called On- 
Demand (the term is popular at the company right now, 
a corporate theme, selling spiel, and advertising term 
rolled into one) workplace. This is a blend of hardware, 
software, services and expertise that creates a virtual 


Ш INDIAN ACADEMY OF ARTS AND ANIMATION / 


The Mughal-e-Azam restorers 


Remaking Classics 






DE ЕРАК G сүс 1 
environment where employees can do their work 
and interact with others, employees, partners, sup- 
pliers, even customers. Like a good tech company, IBM 
eats its own dog food, which explains why employ- 
ees like Thakur can work on-demand. “The benefits 
of a workplace that can be accessed from anywhere 
include cost savings, the ability to exchange infor- 
mation with mobile workforces, and sharing and 
managing business knowledge,” says Martin Appel, 
Country Manager (HR), IBM India. In a city like 
Bangalore, where Thakur lives, it also means freedom 
from stress-inducing traffic. 

RAHUL SACHITANAND 





WO YEARS AGO, A FIRE AT 

the national film archives in 
Pune destroyed some treasured 
prints. It also got Rajiv Dwivedi, 
then a 30-something software jock 
with the city-based Centre for 
Development of Advanced 
Computing, thinking about how the 
damage could have been contained. 
Spotting an opportunity, Dwivedi 
teamed up with an old friend, Umar 
Siddiqui, and founded Indian 
Academy of Arts and Animation 
(AAA). The duo planned to digitise 
existing films and set up an anima- 
tion school; instead, it bagged a 
king-size contract—the restoration 
and colourisation of the 1960s classic 
Mugbal-e-Azam. The software did 
not exist in India and doing it 
abroad would have cost over Rs 15 


crore as opposed to the Rs 5 crore 
the effort cost. So, Dwivedi set out 
to develop the software, writing in 
controls for light, even building in an 
artificial intelligence component 
with the help of historians from 
Delhi's Jawaharlal Nehru University, 
to identify colours of the Mughal 
period. Thus, when one animator 
was trying to colour a rose red, the 
software rebelled. Reason? The red 
rose is a hybrid variety that came 
into existence long after Mughal 
emperor Akbar's time. The process 
took over a year, but judging from 
the critical and commercial acclaim 
the relaunch has received, it has 
been a year well spent. Impressed, 
Universal Studios has awarded JAAA 
the contract to colourise 20 Sherlock 
Holmes classics. If you catch sight of 


Mughal-e-Azam in colour: 

f 5 restoration and colourisatior 
tware was the real hero of 

magnum opus 





a lot of dressed up vintage footage at 
the local multiplex you know where 
it all began. 

PRIYA SRINIVASAN 
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W ITC /Tapping the real marketplace 


Mass Movement 


E ISN'T THE TECHNOLOGY IT USES THAT MAKES ITC’S E-CHOUPAL 
initiative, part of the company's international business division 
(IBD) that essentially trades in agri-commodities, unique. It is the way 
it uses technology: to create an information chain (rural communi- 
ties share and receive information related to markets for their 
products) layered over with a physical distribution chain (this 
facilitates buying from the farmers and, in turn, selling to them). ITC 
believes that by leveraging gaps in infrastructure, it can make 
money on some services without actually charging the customer any- 
thing. For instance, it can provide printed copies of land records 
sourced from a central registry free to farmers, counting on the foot- 
falls this service generates to its choupals to sell other products. Some 
35 companies, including Monsanto, Marico, Philips, ICICI, even LIC, have 
bought into this model and S. Sivakumar, Chief Executive, ITC IBD, says, 
"The platform will soon carry health, education and BPO (business 
process outsourcing) services." With 5,050 choupals (and six opening 
every day) covering 31,000 villages and 3 million farmers, ITC can prob- 
ITC IBD's Sivakumar: There's money ably make a go of it. For the record, since the movement (it is nothing 
to be made in the rural marretp!ace short of that) began in 1999-2000, the IBD’s contribution to ITC's 
revenues has doubled from 5 per cent to over 10 per cent (in 2003-04). 
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E. KUMAR SHARMA 


Eye In The Sky 


Hes A PROBLEM MOST STATE-OWNED TRANSPORT 
corporations face. All retain buses on contract (their 
ownership is private, but they fly the state transport cor- 
poration's colours); while plying busy routes, these 
invariably bypass scheduled stops in small, but congested, 
towns because that would mean more road-time, prefer- 
ring to stick to the faster (and easier) route. Waiting pas- 
sengers miss out on scheduled arrivals, but there is little 
they can do. Nor can the state transport corporation 
monitor things, not unless it has an eye in the sky. That's 
exactly what Karnataka State Road Transport Corporation 
(KSRTO) has done. Thanks to a Global Positioning System (for 
the benefit of the uninitiated, GPS is about the use of satel- 
lites, receivers and software to pinpoint the exact posi- 
tion of an object), the corporation can track the location of 
its buses (across the country, should the need arise). And 
apart from ensuring that buses make all scheduled stops, the system can help the corporation “look at speed, fuel 
efficiency and turnaround time", according to Bhaskar Rao, Director (Security and Vigilance), KSRTC. Now restricted 
to 70 buses, the corporation's GPS project will soon cover 3,000 of its fleet of 12,000. That's a start. 

RAHUL SACHITANAND 
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B LASON INDIA /Supply chain innovator 


Vendor Management 


T IS COMMON FOR CARMAKERS TO OUTSOURCE ENTIRE ASSEMBLIES THAT ARE, IN 
I outsourced. Business process outsourcing (BPO) is built around the 
same premise although it isn't common to find further outsourcing in this 
industry. Lason India, a software-cum-hPO firm that targets the financial serv- 
ices space, has done just that by outsourcing to a clutch of 60 business associates 
across Chennai, Pondicherry and Kanchipuram that together employ 5,000. 
Lason uses the corDect technology, developed by irr Madras, for its wide area 
network; the company has a web-based training package that associates can put 
recruits through; and it has even customised desktop applications to reduce the 
threat of virus attacks. “We invested 1 per cent and got 4 per cent returns,” 
gushes Pradeep Nevatia, Managing Director, Lason India. Tech is like that. 

NITYA VARADARAJAN 
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Ш MADURA GARMENTS /Sharp clothes-smith 


Capturing Quirks 


The right fit: Customers will never have t 






ASHION CAN BE A TRICKY BUSINESS. THE EVANESCENCE OF IT ALL CAN 
make or break a business, as any retailer left with a thousand pairs of 
mukluk-imitation boots will aver. It is, then, the ability to cope with 
fleeting fashion trends with the aid of technology that makes Bangalore- 
based apparel maker Madura Garments, part of the Aditya Birla Group, 
unique, not its efforts in the direction of customising suits and keeping this 
information on a central database (the Made-To-Measure suits initiative; 
customers can merely quote their unique customer number the next 
time they are ordering a suit, provided they have neither put on nor lost 
weight) or creating business- and employee portals (these are, no doubt, 
laudable, but it is the fashion bit that earns the company a mention in this 
listing). Thus, executives at the company do not dismiss a customer buy- 
ing a white shirt rather than a blue one as a quirk, as most executives at 
other companies are likely to; instead they collate data on buying patterns 
and use the same to weed out underperforming stock-keeping units and 
stocking up on popular ones. “We can’t have technology in isolation; we 
have integrated it with our customer services,” says Hemachandra Javeri, 
President, Madura Garments. 

RAHUL SACHITANAND 
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| MTR FOODS /Intelligent ERP user 


The Secret Ingredient 


B Ense RELUCTANT TO USE THE 
term complexity in association 
with the foods business clearly do 
not know MTR Foods. The 
Bangalore-based firm, an offshoot of 
that hallowed eatery Mavalli Tiffin 
Rooms, makes and sells some 240 
different ready-to-eat foods, mixes 
and spices. Each stock-keeping unit 
(SKU), in turn, requires the use of 
15-odd ingredients in varying quan- 
tities, with additional constraints 
regarding quality thrown in. For 
instance, the cumin powder used 
in channa masala (a traditional 
north Indian preparation involving 
a type of lentil) powder has to have 
a certain level of moisture—too lit- 
tle moisture, explain the company’s 
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in-house experts, will make the 
powder too dry and too much will 
kill the taste. A small company can 
afford to get away with hand meas- 
ures and the consequent variation in 
taste across batches; not MTR Foods, 
a Rs 123-crore company in which Jp 
Morgan partners, the private equity 
arm of JP Morgan Chase, has a 28 
per cent stake, and is headed by J. 
Suresh, who once ran Hindustan 
Lever Limited's beverages business. 
The company's response has been 
to implement an enterprise resource 
planning package from SAP, and 
leverage this to monitor both pro- 
duction and sales. “Technology 
helps us solve complexity,” says 
Suresh. “We operate in a wide 
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range of categories and technology 
helps us keep track of all our prod- 
ucts.” The man is also counting on 
technology to help the company’s 
overseas prospects. Although 80 
per cent of MTR Foods’ revenues 
comes from the domestic market, it 
has slowly increased its presence 
in the us and the UK. “There are 
over 1.8 million Indians in the Us 
and many of them want to eat 
home food,” says Suresh. 
Crunching order and delivery times 
is one thing; creating an online- 
interface for customers to check 
on the status of their orders is 
another. And to think it all began 
with a restaurant. 


RAHUL SACHITANAND 
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PANTALOON / 


Clothes Tags 


И Јр PANTALOON RETAIL IS ONE OF INDIA’S 
more aggressive retail companies is well 
known; what isn’t is its standing as a tech- 
nology innovator. The company has initi- 
ated a pilot on the use of radio frequency 
identification (RFID) tags at its warehouse in 
Tarapore to streamline its supply chain 
process. Currently being applied to its private 
label, the RFID tagging will be extended to 
other suppliers shortly. Apparel tagged with 
RFID at the factory makes its way to the ware- 
house, and then leaves the Pantaloon premises 
when the sale is booked. Right through this 
process, there is no human intervention at all. 
“This eliminates the need for bar coding and 
scanning completely; the in-house ERP system 
picks up the RFID data, thereby recording 
every single transaction,” explains Chinar 
Deshpande, Head (rr), Pantaloon. 

PRIYA SRINIVASAN 


86 BUSINESS TODAY FEBRUARY 


LNIOd 1V904 


UMESH GOSWAMI 


Ш PRIME FOCUS / 
Bollywood's own cutting-edge 
post-production house 


Take The Red Pill 





SES BURLY BRAWL IT ISN'T, BUT THE INSPIRATION BEHIND 
several Akshay Kumars (one Bollywood hunk in the 
singular) fighting a lone Salman Khan (another Bollywood 
hunk) in Mujhse Shaadi Karogi? (Will you marry me?), a 
motion picture released in 2004, is apparent. The sequence 
was made possible by a Milo motion control rig, a product 
that fetched its creators an Academy Award (Academy of 
Motion Pictures, Arts & Sciences Scientific and Engineering 
Award) in 1999 (“This radically original and effective solu- 
tion to the problems of high-speed camera motion was 
achieved with the combination of novel geometry and ded- 
icated three-dimensional control software,” said the Academy 
in its release). The Milo is just one of the ways in which Prime 
Focus, a Mumbai-based post-production house, is making 
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Bollywood edgier, at least in terms 
of technology. Another, a more 
visible change effected by the com- 
pany, is the way some of the newer 
releases, such as Musafir (T raveller) 
and Naach (Dance) look, smooth, 
like a 30-second ad film or a 
Hollywood motion picture. This is 
the effect of digital intermediate 
technology, tech-speak for trans- 
ferring motion pictures from ana- 
logue to digital format, upgrading 
picture quality through colour cor- 
rection and other means, and then 


transferring them to the analogue 
format (negatives) again for screen- 
ing. Prime Focus, which claims to 
be the largest facility of its kind 
in Asia, employs this technology 
on a scale that would make a mass- 
manufacturer envious. The com- 
pany handles the post-production 
of at least two big banner motion 
pictures every month, 60 per cent 
of all ad films made and 80 per 
cent of motion picture trailers. 
“We see a 25 per cent increase in 
the technology budgets of 


ll RANBAXY /Digital documentation 


Magic Pill 


Ranbaxy’s hi-tech 


lab: ligita 


ANBAXY'S TRYST WITH HI-TECH 

began with a mandate from 
Wal-Mart, a pioneer in the use of 
technology to manage vendors and 
inventory, and one of the com- 
pany’s largest customers in the us, 
that all prescription drugs of a cer- 
tain type needed to be tagged with 
radio frequency 1D (RFID) tags that 
contained all information relevant to 
the product. That was in the middle 





of last year. Since then, Ranbaxy, no 
laggard itself when it comes to tech- 
nology (even in 2003 the company 
had started work on electronically 
filing applications for approvals for 
marketing drugs in the us to that 
country's Food and Drugs 
Administration, FDA, a first for an 
Indian company) has leveraged tr to 
good effect along two dimensions: 
monitoring its considerable R&D 


filmmakers year-on-year," says 
Namit Malhotra, Managing 
Director, Prime Focus. The man 
has a simple benchmark for ratio- 
nalising all technology investments 
(like the Milo in which Prime 
invested). *On any new service 
line where the investment is in the 
region of Rs 8-10 crore, I look at a 
36-month recovery period; it's a 
question of blending technology 
with market expectations." That 
is a blend this studio has perfected. 

PRIYA SRINIVASAN 


VIVAN MEHRA 


efforts (the company's R&D lab is 
based in Gurgaon and the initial 
emphasis was not on automation 
but, justifiably, on getting the basic 
research infrastructure in place), 
and archiving data so as to generate 
online the substantial documenta- 
tion accompanying any filing it 
makes to the FDA. Today, 300 of the 
1,200 nodes in the company's R&D 
network are connected to a central 
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daptive enough to take on change. HP. DataCentres are. Here's why. HP has the widest portfolio of DataCentre: 
ons = servers, storage, software and services to deliver a customised Dafa ane id will exceed your 





dose give you the best in interoperability and flexibility for the iius by. not ee you in: ifo wins 
technologies. 









irtualisation: HP's Virtualisation рөн. pools and shares IT resources so your ufilisation | is s opti 
nd. supply of your IT resources automatically meets demand. With our virtua lised. infrastructure айа 
server and storage capacity across locations can be allocated dynamically. So your DetaCentre fulfills 
potential. | ' 


Manageability: Exclusive tools and software such as HP Systems Insight Manager and НР OpenView, enable 
o monage the full portfolio of HP platforms and applications in your DatoCenire with the least of effort. 














also provides you with a wide range of DotaCentre specific services such as consultancy, design, modelling, 
ementation and operations enabling you to focus on what really matters: your customers; not your DataCentre. 
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database and all data is collected 
and archived automatically. “This 
helps us to control our data better 
and aids collaborative decisions, 
because one lab can see data coming 
from the other at any given time," 
says Dinesh Thakur, Director 
(Research Information and Project 
Management), Ranbaxy. The 


online process reduces the time 
required to archive data by as much 
as 60 per cent to 80 per cent in 
some cases and makes the data 
required to file applications available 
on tap; even better, all data is in 
electronic format. Storing, archiving 
and documenting data related to 
the drug manufacturing and 


discovery processes is becoming 
increasingly important in the phar- 
maceutical industry, and Thakur is 
confident that Ranbaxy's invest- 
ments in technology will result in a 
return of investment of anything 
between 15 per cent and a fulsome 
100 per cent in the long term. 
SUPRIYA SHRINATE 


Bl TAMIL NADU GOVERNMENT-ANNA UNIVERSITY ALLIANCE / 


Wired education network 


School Online 


Anna Earth Station: The 


n ILE 


F ALL GOES WELL, BY 2007, TAMIL 

Nadu will be the most wired 
state in the country from the per- 
spective of e-learning, or e-edu- 
cation. At the core of this Rs 20- 
crore project that will kick off 
next month, is a Knowledge Data 
Centre (KDC) coming up at Tamil 
Nadu’s Anna University (it is based 
in Chennai and is the govern- 
ment’s partner in this exercise). 
The крс will house information, in 
digital format, that can be accessed 
by students across the state. “The 
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data centre will become a tech- 
nology resource,” explains E. 
Balagurusamy, Vice Chancellor, 
Anna University, adding that the 
centre will connect all engineering 
colleges, government-run poly- 
technic institutes, medical colleges, 
law, arts and science colleges, and 
higher secondary schools. In 
effect, the KDC will become the 
central hub for promoting research 
activities, apart from disseminating 
knowledge (of course) and offering 
services such as e-learning, distance 





learning, a digital library and the 
like (phew!). In the first phase 
itself, KDC is expected to save some 
Rs 10 crore for the government: 
first- and second-year engineer- 
ing students will substitute some 
lectures with KDC content. Will it 
work? Well, Tamil Nadu is wired 
enough to make it happen and 
Anna University is a pioneer of 
sorts in e-learning, with its Edusat 
programme covering 33 engi- 
neering colleges. 

NITYA VARADARAJAN 


AWVAASVNHSIWN "7 


== 


World's finest sunroofs by Webasto Motherson Sunroofs Limited. Now in India! was i 1935 that Webasto introduced Sunroofs to the 
world and ever since it has been turning ordinary drives into exhilarating experiences world over. Call ita wonder of German Engineering. Or the style and glamour 
with which our sunroof opens up. Either ways a drive ceases to be justa drive. Itbecomes a spectacle. 


(-Jebasto 


Feel the drive 


Prices start from Rs.10,000/- onwards. For live demonstration, call 0120 3946506/3941025. www.webastoindia.com 
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2660052, 2660383, 2660374. Noida * M/s Nimbus Motors(P) Ltd.: 2421392-4 Chandigarh * M/s Swami Automobiles Pvt. Lid.: 9872206098, 2858889 Punjab- Ludhiana * M/s MRG Auto 2545031-33 
Automobiles: 2534514, 2535107. » Agra M/s MGR Automobiles Рм. Ltd.: 2641560-62. Rajasthan- Jaipur + M/s К. S. Cars Lid.: 2374825, 5114190 WEST - Ahmedabad ‘ Yogi Auto Car 563451, 9825804 
Mis USL Shinrai Automobiles Ltd.: 5662 5315 - 20. SOUTH - Bangalore • M/s Stanley Seatings: 22100750, 22226237. Chennai + KUN Auto Co. Pvt. Lid: 52170640 9840063170 

India Pvt. Ltd.: 24349715. Coimbatore + Tafe Access Lid.: 2220968, 2303318. Secunderabad + Talwar Mobiles Pvt. Lid.: 27907000, 55262000 Hyderabad • Mahavir Auto Diagnos 

Engineers Ltd.: 2808214, 9847348811 EAST - Kolkata • M/s Unimpex Intemational: 2285-2250 / 51. 98310-10989, 
Distributors and Dealers enquiry solicited. Please call 0120 3946506/3941025 or write to us at business(2webastoindia.com 
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B ESEK riri 
Pay Per Use 


NS BHARTI DID WITH ITS IT 
requirements in the telecom- 
munications space (see story on the 
company in this listing), Yes Bank 
has done in the banking one. Like 
telecommunications, banking is a 
technology-intensive business; 
indeed, rr has the power to make or 
break banks, which is what makes 
Yes Bank's decision to adopt a 
unique technology rental model 
(Wipro is its partner) all the more 
unique. “We are entering the mar- 
ket a decade after the first private 
banks," says H. Srikrishnan, 
Executive Director, Yes Bank. *As a 
new bank with limited capital, we 
cannot invest vast amounts in tech- 
nology and at the same time need 
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the sophistication of existing players 
right from the start; so we decided 
to partner with a tech firm and go 
with a variable cost model or pay 
per use model on all our techno- 
logy." In effect, Yes Bank will not 
own any of the technology it will 
use across its branches and head- 
quarters (nearly 10 branches will 
be opened in the next two months, 
30 by next March and 60 by March 
2007). In a first of its kind *build- 
own-operate' deal, Wipro Infotech 
will own, integrate, implement and 
manage all Yes Bank's ir require- 
ments, including data centres, 
servers, networks, security and 
branch office user desktops. The 
contract, which Yes Bank estimates 


VANDANA KANDPAL 


will result in a cost saving of at least 
30 per cent on technology, has a 
fixed price element as well as a 
usage-based pricing, and Wipro's 
return on its seven-year contract is 
entirely contingent on the bank's 
objective of scaling up to 700 
branches during the contract's life- 
time. Interestingly, Wipro doesn't 
account for the assets in its own 
books either; they simply become 
‘supply of equipment’ as part of 
the service (technically a *sale of 
receivables’ on Wipro's balance 
sheet). The arrangement is clearly a 
first and on its success will depend 
the future of many a total out- 
sourcing contract. 

PRIYA SRINIVASAN 











Makes us Good people to bank with. 


Experience the joy of technology banking at Union Bank of India. 


= Access your account through any of our 533 networked Core Banking Branches across 
125 centres 


= Transact through any of our countrywide networked ATMs 


= Get your balance, statement of account as well as transfer funds through ATMs, Intemet Banking 
or Telebanking 


» Reserve your train tickets / pay your bills through Internet Banking 





For further details walk into our branches or log on to our website: www.unionbankofindia.com 
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Can | have more choice please? Significant and relevant brand investment is what India 
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A recent ACNielsen Global Services 
study paints the Rs 22,513-crore Indian 
food and beverage market in anaemic 
colours compared to other emerging 
markets. Marketers’ short-sightedness, 
not the consumers’ diverse needs, ails 


the market here. sy SHAILESH DOBHAL 
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needs right now 





NDIA IS THE WORLD’S LARGEST PRODUCER OF 
milk (nearly 100 million tonnes per annum), 
yet the biggest dairy company in the country, 
Gujarat Co-operative Milk Marketing Fede- 
ration (GCMME), has sales of merely Rs 2,894 
crore. It is the second-largest producer of 
rice; shockingly, there is not even a single national 
brand in the category. A miniscule under 2 per cent 
of the entire fruit and vegetables produced in the 
country is processed here; globally the business is 








already worth over $40 bil- 
lion (Rs 1,76,000 crore), Well, 
we can go on and on, but 
surely you get the point? 
“Food calls for long-term 
investments, more so in India’s 
highly fragmented market. We 
have no real national player 
in foods,” says Nikhil Vora, 
Vice President (Research) at 
Mumbai-based brokerage firm, 
SSKI Securities. Vora's telling 
remark is in a way an affront 
not to the market’s potential, 
but more to the existing mar- 
keters’ capabilities. A recent 
ACNielsen Global Services study 
on 89 food and beverage (F&B) 
categories across 59 countries, 
titled What’s Hot Around The 
Globe: Insights On Growth in 
Food & Beverages 2004, is 
therefore an eye-opener, a 
wake-up call for F&B marketers 
in India. For even though it 
puts growth in the Rs 22,513- 
crore Indian F&B market 
at 5.5 per cent, a good 1.5 
per cent higher than the 
global average, there's hardly 


Globally, Food & Beverages Grew By 4 Per Cent... 
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And Asia Pacific Grew On The Strength 
Of Non-Alcoholic Drinks 
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any reason to celebrate. 

Averages conceal more than they reveal, and 
the real story is in comparing like-with-like. 
Take non-alcoholic beverages, a classification 
that includes bottled water, tea, coffee, 
and carbonated and non-carbonated soft 
drinks. The category grew by nearly 8 per 
cent in Asia-Pacific and emerging markets, 
6 per cent in Latin America, but just by a per cent in 
India, much lower than even the global average of 5 
per cent. Even the much-touted bottled water category 
saw growth tumble by 1.5 per cent in India, even 
while it grew by 6 per cent globally. 

What explains India ducking the global, even Asia- 
Pacific, growth trend in categories such as tea, bottled 
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relevant brand investments," says Utpal Sengupta, 
President of food major Agro Tech Foods. Well, he 
may have hit the nail on the head, for very few mar- 
keters in India have had the courage 
or insight to stay the course on food 
and not chicken out at the first ins- 


Save for juices, Indians seem to have no thirst slender eg tance of market stress. And that 
let for anything. | market includes some of the marquee 
Cocoa/Chocolate/Malted drinks Edible Oil > names in the Indian food market, 
و‎ |-— — — EERE: Hindustan Lever Limited (HLL), 

Coffee | Nestle India and Kellogg's. 
| m 4 i Dairy Mill/Cream Bottom-line sensitive HLL with- 
eue] VET — | drew resources from the atta busi- 
Dilutables & Concentrates ` ness when the going got tough two 

ri going g 
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water, even chocolates, che- 
wing and bubble gum? “Cre- 
ating new food categories 
and getting them to levels 
of critical mass require deep 
pockets, and significant and 


differentiation. Nestle too exited 
the bottled water business a year 
ago, unable to cope with what it 
termed ‘unprofitable price-points’. 
Ditto for Kellogg’s India which 
withdrew from the Rs 4,000-crore 
(organised plus unorganised) bis- 
cuit market, although its nutrition- 
based product was very different 
from other products. “Look at HLL. Its sales from 
food has more than halved now compared to a few 
years ago,” adds SSKI’s Vora. 

It is not all gloom though, what with players like rrc 
Foods making a concerted play in the market, right 
from staples such as atta and rice, to value-added 
ready-to-eat meals and biscuits. The company seems to 
be willing to fund the business for the long term, and 
has already met with some success, cornering almost 
5 per cent of the biscuit market with its total food busi- 
ness bringing in around Rs 700 crore. The 11-million- 
tonne market for edible oils and fat is also a picture of 
hope, with a very healthy growth of 18 per cent for 
packaged edible/cooking oils. 

With just about 7 per cent of the total edible oils 
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has mastered. 





Managing GAIL's vast network of pipelines, plants and equipment across the 


country and achieving efficiency as per global standards, is a gigantic task our 
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and fat market being packaged 
at the moment, there is huge 
potential for growth. No wonder 
then, the segment is attracting 
players, with Bungee Foods 
recently evincing interest in 
acquiring edible oil major 
Ruchi Soya. The snack food cate- 
gory of biscuits, chips, and the 
like is also on a hugely positive 
trajectory with very strong dou- 
ble-digit growth. Essentially, com- 
petition and the concomitant 
cost-efficiencies have helped nar- 
row the price difference between 
packaged branded and loose offe- 
rings, thereby enabling consumers 
to upgrade. Out of the Rs 4,000- 
crore biscuit market, almost three- 
fourths is already accounted for 
by organised players such as 
Britannia, Surya Foods, Parle and 
ITC Foods (the market is growing at 
15 per cent plus). 

The study also points to the 
convergence of Indian and global 
trends regarding health, conve- 
nience and private labels (regional 
brands in India) in foods. With 
ready-to-drink non-carbonated 
beverages, essentially juices, grow- 
ing at a scorching 29 per cent in 
India, it is little wonder that the 
category is about to witness heigh- 
tened activity very soon. 

“We're looking at launch- 
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availability of fresh foods in 
India," says Shekhar Agarwal, 
Director of the Rs 300-crore bis- 
cuit company Surya Foods. 

And Surya intends doing a Priya 
Gold in juices, what with Agar- 
wal's promise of re-defining the 
existing value equation (Rs 15 for 
200 ml) in the market. Dabur India 
and PepsiCo India, who dominate 
the market currently with their 
Real and Tropicana brands res- 
pectively, better watch out. Even 
the hugely successful personal 
products company, the Chennai- 
based CavinKare is planning a 
major foray in foods with spices, 
pickles, and ready-to-eat meals. 

Though the absence of infra- 
structure (such as cold chains), 
processing capacity for fresh 
produce, low purchasing power 
and ingrained food habits are 
significant barriers to growth, 


marketers would do well to study other 
favourable societal trends as well. For instance, 
the grain on food consumption in India, at least 
with the 100 million-odd affluent middle class, is 
fast moving away from merely private to the 
public domain. Umpteen formats of eating out, 
fast-food chains, coffee/tea bars, and beverage 
vending machines are virtually exploding across 
Indian cities big and small. This is an epochal 
change that many a marketer has ignored at his 
own peril, and it surely impacts consumption 
of tea, atta, rice, coffee and just about any- 
thing else at home. Hot soups in vending 
machines is just one of the few examples of 
innovation that one has seen from marketers { 
intent on catching the tail of this trend. 
We need hundreds if the Indian F&B mar- 
ket were to get to healthier hues. 


ing juices, what with good 








































Strength for the weak, 
flexibility for the rigid. 
Mobility for the static, 
stability for the unsteady. 
Precision for the sharp, 
poise for the delicate. 
Steel is everything. 
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COLUMN/SUJIT DAS MUNSHI 


The Share-Of-Appetite Concept 


outdated concept; a more apt 

concept would probably be 
share-of-appetite. Not that the 
Indian appetite is insatiable, but it 
certainly isn’t inflexible either. A 
more illuminating view attacks 
fundamental preconceptions like 
“Indians are unlikely to eat any- 
thing other than traditional food 
on a regular basis”. This heralds the 
birth of an Indian palette that is 
infinitely adaptable. 

The Indian brand F&B market 
grew by over 5 per cent. This out- 
paces the global average of 4 per 
cent. If one looks specifically at 
the categories present in India that 
can be compared with what is avai- 
lable across the globe, it is clearly 
a case of aggregates camoufla- 
ging the scorching growth rates 
experienced by individual pro- 
duct categories. 

In line with global trends, the 
need for convenience and a greater 
desire for healthier product alter- 
natives is precipitating growth in 
categories like convenience foods, 
impulse foods and non-carbo- 
nated soft drinks. 

External developments and 
environmental factors too have a 
large part to play. For instance, in 
light of the controversy that 
affected chocolate sales, consumers 
are likely to have compensated for 
them with other impulse foods. 
Likewise, for bottled water sales. 
Demographically, ‘pester-power’ 
of kids too has spurred sales of 
impulse foods. 

Categories like biscuits, snacks 
and chips have witnessed robust 
double-digit growth rates. The 


S HARE-OF-MOUTH SEEMS AN 





100 BUSINESS TODAY FEBRUARY 13 2005 





trend towards out-of-home con- 
sumption has arrived in India. Even 
categories like tea and coffee, 
though appearing to plateau in 
terms of sales through retail chan- 
nels, are reaching many more con- 
sumers through a focus on the out- 
of-home market for beverages. 
The apparent paradox in con- 
sumers’ motivations for purchasing 
impulse foods despite a greater 
desire for ‘healthier’ alternatives 
is because in the Indian context, 
‘cleanliness and hygiene’ too tend 
to denote healthier options. Impu- 
Isë foods with superior packaging 
technology satisfy these criteria. 
Confectionery, another impulse 
food, appears to be indicating a 
slowdown. As traditionally large 
segments like hard-boiled candies 
make way for more innovative 
product formulations at similar 
price points, their sheer size tends 
to depress aggregate growth. These 
newer products are growing posi- 
tively and over time may acquire 
the critical mass needed to carry 
the category into positive territory. 
The dynamics of the confectionery 


category serve as a good analogy 
for the entire retail branded r&b 
market in India. As marketers 
and retail formats innovate, the 
inflection point for faster growth 
will occur once these investments 
coincide with rapidly changing 
consumer attitudes. 


The Global View 

Three key trends can be seen: 
Continued focus on health: 
Categories that represented healthy 
staples as well as healthier product 
alternatives showed high growth. 
One of the most popular weight 
loss approaches is the high pro- 
tein-low carbohydrate diet. Its 
popularity has been significant in 
both the strong growth of meat, 
fish and eggs, and the slower gro- 
wth of non-sweet carbohydrates. 
Need for convenience: The growth 
of “refrigerated complete meals” 
could be directly related to the 
ease with which the busy consumer 
can prepare such meals. 

Growing impact of private label: 
Where private label was already 
present, growth was driven by the 
development of that presence; 
where private label was relatively 
new, growth was driven by the 
expansion into new areas. 

The message to both manufac- 
turers and retailers is clear. There 
is a definitive need to acknow- 
ledge and address the consumer's 
requirement for healthy and con- 
venient products. However, since 
consumers are willing to purchase 
both private label and branded 
products, finding healthy products 
that are both convenient and pro- 
vide value is the true challenge. Œ 





Sujit Das Munshi is Executive Director, ACNielsen South Asia 
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HINK SIMBA, THINK 

Tom & Jerry, or think 

Cinderella... and alm- 

ost invariably the 

names that come to 
mind are Hollywood and Walt 
Disney. But in a familiar twist to the 
tale, at least one of the two may 
change in future. Hollywood may 
be replaced by Hyderabad... or 
Bangalore... or by any of the half- 
a-dozen-odd Indian cities that are 
vying to establish themselves as ani- 
mation centres. 

The point of inflexion is still 
some way off, but Indian companies 
have started on their journey well. 
Tata Elxsi’s Visual Computing Lab 
(VCI) designed the “Liquid Gold" 
credits at last year’s Oscars; Toonz 
has created Tenali Raman, a series 
on Cartoon Network; and Dhruva 
Interactive, a Bangalore-based 
gaming company, has won global 
deals with Microsoft Games Studios 
to work on its latest releases, and 
with mobile handset vendor Nokia 
to develop Java-based games. 
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Animation is a $70-billion global opportunity—a 
big reason why studios are popping up all over 
the country. But already a shortage of talent and 
capital is threatening this happy story. 


BY RAHUL SACHITANAND AND E. KUMAR SHARMA 


The animation production ser- 
vices sector in India is still small— 
about $200-300 million (Rs 880- 
1,320 crore), according to NASSCOM. 
That’s less than 0.5 per cent of the 
$70-billion (Rs 3,08,000-crore) 
global market, but it’s growing at a 
sprightly clip of over 20 per cent. Its 
USP: expertise in 3D, flash animation, 


ANURAG KHURANA 
СЕО/ Paradox Studios 






and strong creative and marketing 
skills. “Animation is the new sun- 
rise industry,” says P. Jayakumar, 
CEO of the Kerala-based Toonz 
Animation India. 

The big boys of India's tech 
world are stepping in to tap this 
potential. Infosys Technologies is 
said to be looking at setting up an 


India is an obvious choice for low-cost gaming 
software, feels Mumbai-based Khurana 


MD & CEO/ DQ Entertainment ҮЕ Т» 


800-seat animation studio in 
Bangalore and reportedly negotia- 
ting a deal to undertake work on 
behalf of Walt Disney. Its cross- 
town rival, Wipro, is also said to be 
evaluating opportunities in the mar- 
ket. All three companies declined to 
comment on their plans. Smaller 
players have also mushroomed: 
there are now over 180 animation 
studios in India, compared to a 
dozen a couple of years ago. 

The reason for this heightened 
interest is money. It costs $250,000- 
400,000 (Rs 1.1-1.76 crore) to pro- 
duce half an hour of animation 
programming in the Us and Canada, 
and $90,000-100,000 (Rs 39.6-44 
lakh) even in the Philippines. In 
India it costs only $60,000 (Rs 26.4 
lakh). Put differently, producing a 
26-episode 2D series of 22 minutes 
each in the us costs $4-7 million 
(Rs 17.6-30.8 crore), while a simi- 
lar 3D series costs $6-10 million 
(Rs 26.4-44 crore). 

The box office successes of ani- 
mation flicks like The Incredibles 


TAPAAS CHAKRAVARTI "ТЛ 





and Shrek have revived interest in 
this genre of films. In Japan, popu- 
lar computer games like Pokemon, 
Monster Farm, Power Stone and 
Detective Conan, which themselves 
have high animation content, have 
been repackaged as money-spin- 
ning animation tele-serials. Scouting 
for low-cost development centres is 
the logical next step. Hence, India. 
Or so thinks Anurag Khurana, CEO 
of Mumbai-based Paradox Studios, 
a gaming production facility. 
Special effects (SFX in geekspeak) 
for movies and tele-serials is yet 
another area where this technology 





Bomberbabe by Paradox, Mumbai 








is used, Tata Elxsi worked on a 
wide range of $ЕХ for the Hindi 
movie Dhoom. Its VOI. offers services 
like 3D computer graphics, animation 
and visual effects, which feature in 
advertisements, films and tele-serials, 
and gaming. Can it do for Indian 
animation what its sister company 
rcs did for Indian software? 

Time will tell. For now, Indian 
companies are clearly very bullish. 
Toonz, which has attracted inter 
national attention for its Tenali 
Raman animated series, has invested 
in excess of $12 million (Rs 52.8 
crore) on its studios in Trivandrum 
and Mumbai, and employs over 
400 people. DQ Entertainment, set 
up in 1987, claims to be the largest 
animation and multimedia com 
pany in Asia, with over 1,500 emp 
loyees. In March 2004, it won the 
Best Animation Film Award at 
Frames 2004 in Mumbai for its 
production of the Delta State series 
DQ Entertainment MD and CEO 
Tapaas Chakravarti says the firm 
has been in animation for the last six 





SUDHISH RAMBHOTLA шй 
CMD/ Color Chips India 
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years and is, today, working with 28 
“active clients” worldwide. 
Despite the prospects, however, 
the path to this new technological El 
Dorado is strewn with booby traps. 
Says Jayakumar of Toonz: “Anima- 
tion is a highly capital-intensive 
industry. A mid-sized studio costs 
$3-5 million (Rs 13.2-22 crore).” 





Paradox's Battledust (top) and Shatranj 
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This amount of funding is enough 
for studios to get started with an 
initial run of pilot projects, but not 
sufficient to carry out high-decibel 
marketing. Crest Communications 
CEO A.K. Madhavan says several 
entrepreneurs tried their luck in the 
animation industry, but few have 
anything to show for their labour. 
The main issue is an acute shor- 
tage of manpower. Against an esti- 
mated requirement of 30,000, there 
are just 12,000 animators in India. 
The paucity has spun off a whole 
new market for animation training 
academies in India. Crest Commu- 
nications’ Madhavan, though, is 
not too impressed with the quality 
of animators that many of these 
academies churn out. “They need 
about 12 months of additional trai- 
ning before they can be put on live 
projects,” he says. 
Hyderabad-based Color Chips 
India, which created a 13-episode 
animation television series for a 
French production house last year, 
is currently completing a 26-episode 
animation television series for a 
German client. It has worked 








around this shortage by hiring 
Filipinos, who now make up a fifth 
of its 400-strong workforce. “The 
Philippines has a tiny labour pool of 
just 1,000 animation artists. China 
has between 7,000 and 10,000 ani- 
mation artists who cost about the 
same as their Indian counterparts,” 
points out Chakravarti. 

Encouragingly, the authorities 
have woken up to this. The Andhra 
Pradesh government is in the 
process of introducing 2D and 3D 
animation and Flash courses in its 
fine arts colleges, and has plans to 
set up an animation academy. 
Karnataka, West Bengal and 
Maharashtra are also thinking of 
launching similar courses. These 
could produce about 2,500 to 3,000 
high-quality animators every year. 

But these are teething problems 
faced by every sunrise industry. The 
country faced and overcame them in 
software. It’s in the process of doing 
so in biotech. Can we repeat it in 
animation? The answer to that ques- 
tion will determine whether India 
can become the animation back- 
office of the world. @ 
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n recent times, B-schools find themselves 
І being requested by organisations іп ће BPO 

sector - "Could you conduct a dedicated 
MBA program for our employees over the next 
couple of years?" The driver for this request appears 
to be the high employee attrition rate and 
organisations have not been thinking of retention 
beyond a two-year time frame. The number of 
participants that they talk about could vary anywhere 
from 30 to 300. 

Attrition is one of the long continuing concerns 
of the BPO sector. Organisations address this 
concern in several ways. One such measure is 
sponsorship of employees for an MBA programme. 
The premise is that an MBA degree is perceived 
as synonymous to fast track growth in the corporate 
sector. Hence, an individual being sponsored 
will not let go of this opportunity of future growth, 
and will continue with the 
organisation, at least till the 
end of the course. 

MBA sponsorship as a 
retention strategy, how- 
ever, has not yielded the 
outcome that was expected 
of it. The HR department 
of BPOs have been quick in 
drawing up lists of nominees for the sponsored 
MBA programs, but the attrition figures among these 
sponsored students remain almost unchanged, and 
in a few cases, have even increased. Business 
schools offering such Executive Education progr- 
ammes, in turn, have requests from participants - 
"Can we continue in the course, after we quit 
our current organisation?" This shows that MBA as 
a programme, has its value for employees beyond 
their current organisation. In this scenario, how 
can outsourcing organisations leverage it for 
retaining employees? 


Sponsorship of employees for 
MBA programmes as a part of the 
overall organisational retention 
strategy in the BPO sector has not 
yielded the outcome that was the 

expected of it. Why? 
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NURTURING WEALTH CREATOR SERIES 


ЭЙ MBA as a Retention Strategy 
| for the BPO industry 


by Madhuchhanda Das Aundhe 





* The first pre-requisite for an organisation which 
wants a long-term commitment from its employees 
is to be able to have a long-term plan itself. An MBA 
sponsorship without a growth plan is like gifting 
somebody a car, when he cannot see a driveway. 
More often than not, he will not know what to 
do with the car. Hence, he will not hesitate to give 
up the car and go elsewhere. If he can wait, he will 
use the car to go elsewhere. The bottom-line is he 
will go elsewhere. 

* The MBA sponsorship should not be an HR 
initiative alone. Ownership of the cause by the 
participant himself with adequate buy-in from 
operations, would be able to kindle the right kind of 
enthusiasm. In fact, HR should be considered as just 
the facilitator of the exercise. 

* The candidature for a programme also will have 
only a limited value in the perception of the 
participants unless they are 
made to earn it. Hence, 
raising entry barriers would 
give participants a sense 
of achievement, and also 
some commitment towards 
organisation that 
enables him/her to pursue 
this programme. 

* Awards and recognition from the parent 
organisation, on completion of certain programme 
milestones would help in making the MBA 
programme an essential part of the individual's 
growth plan in the organisation, and make the link 
between education and career much more relevant to 
the industry and participants alike. 

The solution lies in leveraging the MBA program 
itself as a retention strategy. 





Prof. Madhuchhanda Das Aundhe is on the Faculty of Essae-TAPMI 
Academy, Bangalore and can be contacted at madhu@essae-tapmi.org 
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With demand outstripping supply, sugar prices are moving north, making the 
sector ripe for investment. BY SHILPA NAYAK 


INCE I CAN'T CONSUME SUGAR, | THOUGHT I 
should consume sugar stocks instead.” A 
tinge of vengeance there? Not unlikely, con- 
sidering that the author of the quote, one 
of our readers, is a diabetic. However, he’s not 
the only one looking at sugar stocks. With demand out- 
stripping supply for the first time in several years (see 
The Big Picture), sugar prices, and that of their stocks, 
are beginning to skyrocket. Just what you need to 
consider the industry for your portfolio—or, to put it 
differently, indulge your investor sweet tooth. 





Know Your Sugar 

First, a small primer on the industry. In today’s era of 
liberalisation and free markets, sugar is one industry that 
remains tightly controlled, a result of high political con- 
notations not just in India, which is the second-largest 
producer and the largest consumer of sugar, but also in 
the rest of the world. Being an essential commodity, the 
government controls the industry end-to-end, from 
raw material stage to finished product stage. The Union 
Government declares a mandatory SMP (statutory min- 
imum price) every season for sugar cane, based on 


* Recommendations of the S.K. Tuteja Committee on decontrolling the sugar industry 
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THE BIG PICTURE 


Sugar production has been falling since 2003-047 
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Sweet Stocks 


Treading The 
Middle Path 


Go For Gold 


factors such as cane availability, culti 
vation cost and yield. Then, state govern 
ments declare an SAP (state advised price) 
that is typically more than the smr, which 
sugar mills have to pay to farmers. 

On the other end of the spectrum is 
the market, where the government 
influences sugar prices by determining the 
quantity of sugar that mills can sell (or 
release) every month. Ten per cent of the 
release, called levy quota, is bought by 
the government for distribution through 
the pps (public distribution system) at a 
subsidised price (now at Rs 13.50). The 
remaining 90 per cent, 

called free sale quota, can 
be sold at market prices 
However, since the total 
quantum of release is 
government-controlled, 
it ends up influencing the 
market prices as well. 


Changing Dynamics 
In such controlled condi 
tions, drastic stock mov 
ements are uncommon, 
but these very conditi 
ons, and some brought 
about by nature, hav« 
resulted in a curious sit 
uation. For several years, 
sugar production in India 
climbed steadily, if not spectacularly. Th« 
season ending September 2003 saw total 
production in excess of 20 million tonnes, 
which was adequate to cover the demand 
(18.5 million tonnes). The following year. 
however, saw a different picture. “Despite 
overall good monsoons, sugar production 
declined to 16 million tonnes largely duc 
to a drop in cane output," says Gautam 
Jain, Sugar Analyst, Enam Securities. The 
reasons behind this drop: first, inconsistent 
rainfall in Maharashtra, parts of Karna 
taka and Tamil Nadu. This has particularly 
affected Maharashtra, where cane produc 
tion fell nearly 50 per cent from 62 lakh 
tonnes per annum (TPA) in 2003 to 32 
lakh ТРА in 2004, and is estimated to be 18 


lakh TPA in 2005. Second, SMP has jumped three-fold in 
the past 10 years while sugar prices have been subdued, 
resulting in a cash squeeze for sugar producers. 
Consequently, arrears for farmers have been mounting 
(estimated at Rs 6,000-odd crore), and they have lately 
been shifting to cash crops. 

The outlook for 2005, therefore, isn’t too rosy. Says 
Amitabh Chakraborty, Vice President and Head of 
Research (Private Client Group), Kotak Securities: 
“This (last season’s) erra- 
tic rain would see yields 
suffer in the current sea- 
son too as one bad crop 
affects the next one.” 
With sugar production 
expected to cross 12 mil- 
lion tonnes in 2005, 
that’s a near 40 per cent 
knock in just two years. 
While this has created 
supply issues, it has also 
let loose a free-market 
mechanism. Explains 
Jigar Shah, Head of 
Research, KR Choksey 
Shares & Securities: “It 
is after a long time that 
the sugar industry is in a 
supply shortfall phase 
and steady demand 
growth. This has created 
a trigger in prices of 
sugar and sugar stocks.” 
And with consumption 
growing at an average 
4-5 per cent per annum, 
“this could see an up- 
swing in sugar prices 
over the next year or so 
too”, notes Chakraborty. 

To prevent hoarding 
by sugar mills anticipat- 
ing a further price rise, 
the government has 
reinforced the rule that if 
a part of the free sale 
quota was left unsold, it would be transferred to the levy 
sugar for the pps. Despite this reaction, however, 
“sugar prices are likely to remain firm purely due to the 
anticipated mismatch in the demand-supply situation 
over the next two seasons”, assures Jain. 
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Target Stocks 
Which companies, then, should you be looking at? 
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“Companies with higher volumes will make more pro- 
fits,” says Shah. And that’s not just due to the rise in 
prices of sugar, but also those of by-products such as mol- 
asses and bagasse (knotted fibrous residue from processed 
sugar cane). Integrated sugar mills that use these by-prod- 
ucts to add value would gain more than others. Among 
companies, Bajaj Hindusthan, with the largest cane- 
crushing capacity in the industry (31,000 tonnes per day 
across three plants in Ur), looks a good bet. The company 
is setting up three more 
greenfield units, and 
posted net sales of Rs 
497.4 crore and a net 
profit of Rs 61 crore for 
the year ended Septem- 
ber 2004 against Rs 
420.92 crore and Rs 
29.80 crore respectively 
in the previous year. 

The other safe bet is 
Balrampur Chini Mills 
(BCM), the second-largest 
private sector sugar man- 
ufacturer with four cane- 
crushing plants in eastern 
up. The company has 
ensured uninterrupted 
cane supply by building 
a robust relationship 
with farmers through 
development prog- 
rammes and regular pay- 
ments. Besides, BCM is 
an integrated sugar mill 
that utilises by-products 
like molasses to produce 
industrial alcohol, and 
bagasse to produce cap- 
tive power for its plants. 
Then, there is EID Parry 
with four sugar factories 
in Tamil Nadu, also inte- 
grated ones like BCM that 
utilise by-products for 
adding value. Last year 
the company reduced its 
debt and simplified its corporate financial structure, the 
benefits of which have shown in a net sales growth of 
16 per cent, and a net profit growth of 175 per cent. 

Besides these three, other companies that look 
investment-worthy include Dhampur Sugars, Upper 
Ganges and Mawana Sugars. So go ahead and take 
your pick, rest assured that the experience won’t 
leave you sour. Or diabetic. 
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The mid-cap segment has outperformed the broad market and fund managers 
are moving in for the kill. What does it mean for you? BY SHILPA NAYAK 
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THE MID-CAP SURGE 


The mid-cap index has surged past 







1,405.70 


cap stocks, events over November and December 
2004 would have left a few bruises. That’s when 
the CNX Midcap index surged 569 points (an impressive 
28 per cent) from November 1 to December 31, 2004. 
In the process, the index, which is based on the NSE’s 
Nifty, roared past the mainstream index (see The Mid- 
cap Surge). And if you thought it was just a short- 
term fad driven by the general bull 
sentiment and would probably die 
down soon, think again. Despite 
subsequent corrections since 
January 1, 2005 (it lost 154.95 
points up to January 18), fund 
managers believe that the mid-cap 
bull isn’t done yet. 
Rushab Seth, Chief Investment 


Е OR THOSE USED TO THUMBING THEIR NOSE AT MID- 
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the Nifty, reflecting the optimism about the segment. 


MIND-BOGGLING 
Investing in mid-cap funds has its advantages, 
as these sample returns testify. 


Officer & Head-Equity Invest- үтү Б 1.065 
ments, Kotak Mutual Fund, 
explains: “We believe that mid- 


cap is a long-term story. Investors 
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should stay invested in this sector for a longer period of 
time to take advantage of the opportunities available." 


The Mid-cap Opportunity 

So what's a mid-cap company, really? Going by invest- 
ments made by mid-cap schemes, such companies 
would be small- and medium-sized ones with market 
capitalisation between Rs 500 crore and Rs 1,000 
crore, though this could vary 
slightly from one fund house to 
another. In a classic situation, 
when a company reaches its mid- 
cap stage, it is said to have sur- 
vived the highest-risk part of its 
lifecycle, the small-cap stage, and 
would be well on the high road 
to transform into a true-blood 
large corporate entity. For a spe- 
cific example, you don't have to 
look beyond one of the torch- 
bearers of India's rr revolution: 





_ Infosys. Points out Seth: “After all, Infosys was a mid- 
cap company 10 years ago." 
And though it would be tough for any mid-cap 
ompany to morph into an Infosys today, there are 
portunities for good growth. For one thing, the fun- 
. damentals of mid-caps have changed for the better in 
. line with economic growth. Says Ganesh Shanbhag, 
Managing Director, sMs Financial Consultants: 
“Economic changes like liberalisation, competition and 
easy access to cheap capital favour mid-caps.” This has 
created opportunities for investors in such companies 
at attractive valuations. The bigger factor, however, is 
that mid-cap ‘companies are generally under-resear- 
ched, giving investment breaks not yet spotted by 
the market, and hence available at reasonable valua- 
tions. Then, there is the factor of the principal architect 
of the recent bull run: the foreign institutional investor 
с (ЕП). With Fis pumping in dollars into the top 50 
_ stocks by market cap like there's no tomorrow, many 


have reached ; 
RIDING THE BOOM 











the threshold 
of permitted 
investment in 
these. blue- 
chips (despite 
`. the recent sell- , 
..ing spree). So p acap 
where do they · 
-look now? No 0 
prizes for gue- ` 
ssing: mid-cap p 
companies. DFC Capital B 
Sensing a da 
- potential gold- ata Ед 
^ omine, mutual . ETE 
‚ fund houses | 
_. have jumped | 
- . into the fray, with more than half-a-dozen schemes 
being launched over the last six months to cater to this 
„î Segment. Since investor interest in mid-cap schemes is 
г асап unprecedented high, all frontline fund houses 
have launched mid-cap products, some despite already 
— having similar schemes in their portfolio: The latest 
fund houses to join the mid-cap bandwagon are 
. Kotak Mutual, Franklin Templeton, Cholamandalam 
and Sundaram Mutual, which launched multi-cap 
funds that would invest in a combination of large-cap 
and mid-cap companies. These funds are very flexible 
in their investment rationale and hence are similar to 
large diversified funds. Explains Shanbhag: “A mid-cap 
_ portfolio of a large fund house would see most com- 
panies within graduating from mid-cap to large-cap. 
Now the risk call is just the time of migration. The 
_ growth potential as such is phenomenal." 
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Mid-cap growth schemes have produced impressive returns. — 


With fund managers licking their chops, there is 


. an inherent danger of them being taken in by the 


positives of companies, and glossing over their 
weaknesses. This is especially likely in the case of 
mid-sized family-run businesses, where chances of 
manipulation are high due to concentration of 
management power. Fund houses, though, are clear 
about the soundness of their investments. “For one, 
we are not talking about penny stocks where size and 
liquidity are concerns. Our mandate is sufficiently liq- 
uid stocks, with at least Rs 500 crore-plus market 
cap," asserts Seth. 


Your Strategy 
So, how can you ensure golden returns for your 
mid-cap investments? Options are available in existing 
schemes, which have been doing well 
(see Riding Tbe Boom), as well as new launches, 
While we advocate NAV-based investing (see Fresh 
Fund Fiddling, 
BT, November 
7, 2004), the 
investor psyche 
is heavily tilted 
dis @ in favour of 
| АЙ Os, since NAV- 
< based invest- 
ing is not one 
24.19 8 |. that has 
-. caught on in 
. dadia yet. And 
. ifyouare ind- 
©; eed consider- - 
54 P ing the IPO 
route, check 
out the funda- 
mentals of the 
fund house, past performance, size (assets under 
management) and the investing style of the fund 
manager before investing. : 
What about asset allocation? Says Hemant Rustagi, 
CEO, Wiseinvest Advisors: “For investors with 
equity exposure in the portfolio of about 60 per 
cent, 30-40 per cent could be invested in mid-cap 
funds as that’s where the future growth will come 
from.” Our take: if you already have a mutual fund 
portfolio, mid-cap funds offer a good avenue for 
diversification. But if your exposure to funds is neg- 
ligible, start with large diversified equity funds, and 
gradually add on the mid-caps. But always go for 
funds that invest in fundamentally strong mid-sized 
companies that have the potential to graduate te 
large-caps, across sectors. That way, you minimise your 
risks, and chances of getting bruised. 
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Yes, now is the right time to invest in your favourite 
crisis-management tool. By SHILPA NAYAK 


sm Shining Bright 


s30. How gold prices have moved over the last decade. 
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HAT'S THE MOST LIQUID OF ALL INVESTMENTS? 
The answer, gold, is a no-brainer. Investing 
in gold is not much different from stocks. 
Basic approach: buy when the prices are low, and sell 
when prices peak. And with domestic gold prices at a 
low Rs 6,068 per 10 gm on January 18, 2005 (down by 
more than Rs 500 per 10 gm from its festival peak of 
Rs 6,660 and Rs 237 from the December 2004 close of 
Rs 6,305), now is the right time for you to move in. 
Why? “We expect a steady and healthy growth in 
demand,” says Madhumita Kulkarni, Manager (Western 
Region), World Gold Council (wc). And the demand 
isn't just in India, but “in other Asian countries and 
emerging worlds as well”, according to Rajni Panicker, 
Head of Research, Refco Commodities. This global 
demand, and the fact that supply isn’t keeping pace due 
to dwindling mine outputs, means that gold prices are 
likely to appreciate over the long run. Besides, the 
price of gold in India is directly linked to international 
prices (read: us prices), since India relies on imports for 
most of its gold requirements. A rising dollar makes 
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American securities more attractive than precious met- 
als such as gold, which is why the recent uptrend in the 
south-moving dollar saw hedge funds and bullion spec- 
ulators in the us liquidating their holdings, leading to a 
fall in gold prices. And with the dollar likely to hold its 
own over the short term, gold prices are due for further 
correction, increasing its attraction for Indian investors. 

There are other reasons for investing in gold. For 
one, it's an effective hedge against inflation. According 
to WGC estimates, the price of gold has kept pace 
with inflation for at least 200 years! Then, it's an 
effective diversifier for your portfolio. The perform- 
ances of other investment classes don't really impact the 
movement of gold, so even a small exposure (through 
jewellery, bars, coins or gold futures) can check the 
overall volatility of your portfolio. Says Anjani Sinha, 
ско, Multi-Commodity Exchange of India: “Over a 
longer term, gold is a risk-free investment; one could 
easily park about 20 per cent of the portfolio in gold." 
As family wisdom goes, there's no investment like 
gold. And no time like now. 
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To get the best results in the stock INTERESTED IN INVESTING IN STOCKS? 
The Classic Account is the Sharekhan Online Trading account 
through which you can buy and sell shares in an instant and 


also access our research content. 


Sharekhan 


you need to get a lot of things right, 





right broker with the best tools, 6 


and advisory skills is vital. 





With over 80 years of experien 
| ARE YOU AN ACTIVE TRADER? 

SPEEDTRADE™ is our internet-based software application, 
ideal for active traders and jobbers who like to capitalize on 
intra-day price movements. 


stock markets, Sharekhan js” 
premier broking organization wi 


share shops across 110 cities in India. 


AWAY FROM YOUR PC? 
All you have to do is call up and enter your TPIN. You will be 
directed to one of our telebrokers who will trade for you! 


With us, you have the winning 





of the following services 
> Efficient execution of your trades | 
> Convenience of trading from ат 


> Insightful research advice and mor 





For More Information 








. www.sharekhan.com OA Sharekhan 
vww.sharekhan, Аме SEIN 
ate TET 
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one are the days when you left orders with your 
Ge received conformations on the price and 

quantity of the shares at the end of the day and the 
payment made upfront or received after delays. Your 
securities settlement took days to reflect in your account. 
Internet has changed the way you do trading. The entire 
process is speedy with limited to zero paper work. As per Mr. 
Dipankar Mookerjee, AGM, Bank of Baroda " E Trading has 
saved time, money and energy as it helps me access the 
market from any where at any time." 

The process :Log on to the brokers site of your choice 
where you get live real time quotes, place a buy or sell order 
on the spot, and direct the site to debit the requisite amount. 
In some time you get your confirmation and after the trade 
settlement your bank and Depository accounts will reflect the 
changes which you can view anywhere anytime. Online 
trading has become seamless. All that you need is a PC, a 
modem, subscription to an Internet Service Provider (ISP), a 
saving and a depository account with any bank providing 
online trading facility. Along with stocks one can trade in 
Mutual Funds and investment instruments. The advantage 
with online trading that you can operate in both BSE and NSE 
depending on the broking firm. 

NSE introduced for the first time in India, fully automated 
screen based trading. It uses a modern, fully computerised 
trading system designed to offer investors across the length 
and breadth of the country a safe and easy way to invest. The 
NSE trading system called ‘National Exchange for Automated 
Trading’ (NEAT) is a fully automated screen based trading 
system, which adopts the principle of an order driven market. 


To Trade online using e-hroking 

facility 

* Register yourself with the online trading portals listed on 
the site. 

* You must be a registered iConnect user. 

* On placing an order for buy / sell of securities through the 
listed online trading portal, click on "Pay Through" ---Bank 
listed on the online portal which will direct you to a login 
screen of your account. 

* Once the details of your Login ID and Password are 
entered. 

* You are required to verify the transaction details & confirm 
the transaction by entering your Transaction ID and 
Password. An email confirmation will follow regarding the 
status of your transaction once your order is executed. 

* Your account status will be updated on a real time basis. 


E-TRADING 
AND 


DEMAT SERVICES 


* Your securities status can be viewed online after the day of 
settlement 


Contrary to common perceptions, trading through 

Internet does not require either any expertise in working on 
the computer, or any special financial skills. 
The safety of transactions on the Internet depends on the 
encryption system used. The better this transaction system, 
the more difficult it is for any person to hack the site. 
Secondly, you too can ensure the safety of the transactions 
online. You normally get a secured user id and password, the 
secrecy of which is to be maintained entirely by you. Thirdly, 
if the transaction system requires no manual intervention, you 
further improve the safety in the transactions. Which means 
orders are directly sent to the exchange ensuring that you get 
the best and right price. 


Demat is the process of converting your physical (paper) 
shares into electronic form. Rapidly most share transactions 
are taking place in Demat form. 

One has to open a separate account for dematerialisation. 
If you already have a Demat account elsewhere, you could 
also transfer the balance by requesting for a transfer. 

To buy and sell your shares , you have to simply instruct 
your bank and your broker. The transaction will then reflect 
in your Demat Account after successful completion of the 
same. 

With Demat Services, you won't have to worry about bad 
deliveries, forgery and duplicate or stolen share certificates. 
Apart from safety, you can also save on transaction costs 
settlement. { 

The Bank will provide you a quarterly statement which 
shows the current portfolio of your shares and also a 
transaction statement on a monthly basis, if you have 
transacted in the preceding month. This helps you keep a 
record of your shares and further ensures their safety 

You can get overdraft facility against select Demat 
scrips . Interest rates for loans against Demat shares are 
lower than the rates for loans against physical scrips. 

You no longer have to pay any stamp duty when you 
transfer your shares. What's more, it takes just 3-4 weeks to 
dematerialise your shares. And when you buy, shares 
deliveries are immediate. í 

You don't have to worry at all as the online broker will 
update you оп IPO 's , Rights and Bonus Issues in Demat 
form . 
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Star Secure 
Demat Account 


Bank о! India's Depository Services 
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raperless trading without any hassle. 
1 And choices at your disposal. 
In Mumbai choose either CDSL or NSDL services and the branch you want to 
deal with. Choose to have a FREE Demat A/c* with no maintenance charges. 
Choose the services available at any of the major financial centres" ". 
. Because choice is what you get with Bank of India's depository services. 
We understand your needs best 
**New Delhi, Kolkata, Chennai, Ahmedabad, 
Hyderabad, Pune, Indore, Bangalore, Chandigarh, 
N *Conditions apply Ludhiana, Rajkot, Vadodara & Mumbai. 


Bank of India 


The Guiding Star 
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rading with ICICIdirect.com is a fast, easy, 

| transparent and hassle-free way to trade in 

shares. ICICIdirect.com offers you a wide 

choice of products for investing in the stock market 
suchas; ^. 

* Trade in Equity & Derivatives, 

* Invest in 16 open ended Mutual funds, 

* Apply for IPOs and other financial products. 
..XCICldirect.com offers а unique 3-in-l account 
.. integrating your banking, broking and demat accounts. 
- When you place a buy or sell order with 

ICICidirect.com, the system checks the funds and 
7 вһагеѕ available in your bank and the demat accounts 
|: respectively and executes the trade on the exchange, 

online. This enables you to trade in shares without 
going through the hassles of tracking settlement cycles, 
chasing your broker and writing cheques and transfer 
instructions. 

ICICldirect.com uses the most advanced 
commercially available 128-bit encryption technology 
enabled Secure Socket Layer (SSL), which has been 
universally accepted on the World Wide Web for 





authenticated and encrypted communication between 
clients and servers. 

ICICIdirect.com equips its customers with latest 
information and decision-making tools to make an 
investment. 

The website is an investor's delight with a database 
of over 5000 companies. It's ‘My Research’ is step-by- 
step guide to research. You can virtually analyse a 
company's entire balance sheet on the website. 

ICICldirect.com builds relationship with its 
customer by conducting educative Customer Sessions, 
which covers basic and advanced techniques of 
Derivatives and equity markets. In this endeavour, 
ICICldirect.com has trained more than 250,000 
customers on various products across all the major 
towns in the country. 

ICICIdirect.com has printed an easy to understand 
book ‘Introduction to the Stock Analysis’ The comic 
format of the book makes it an interesting reading. 

ICICIdirect.com makes the investing process a fast, 
simple, secure and hassle-free experience for the retail 
investor. 








Traditional Trading now gives way to... 


The Modern Instant Way of Trading 
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Stock Trading Anytime, Anywhere 

Yet another valuable service for our customers. 

Smartjones.com, the online trading site of Refco- 

Sify, now offers you a toll-free service 1-600-221- 

331, to buy and sell the stocks you want instantly. | 
` Once you call us, you can start inquiring or trading 

in your preferred stocks then and there, whether 


you're at home, at work or travelling. This value- 
added service is brought to you by REFCO - the 
US$ 20bn leading global finances organisation 

& operating through more than 50 exchanges 
globally. So, the next time your think of trading, 
just call 1-600-221-331 and де your stocks 
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Manage your investments with a Baroda Demat а/с. 


Get into the stock market action with a Baroda Demat a/c. A hassle-free way to buy, sell 
and manage your shares. 


With the Baroda Demat a/c you get 
Faster delivery and settlement cycles 
Waiver of stamp duty on transfer of securities 
Low transaction cost for purchase and sale of securities 
Allotment of IPO, bonus and rights shares in electronic form 
No loss of share certificates 
No risk of fake certificates 


Log on to www. bankofbaroda.com for list of branches providing Demat services. 
At Mumbai call - 22853546 / 22854983. 
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Refco Sify 


ster Internet connections along with the 
see of personal computers allow an 

increasing number of investors to manage their 
finances online, at virtually any hour of the day or 
night. While online trading can be a "hands-on" 
learning experience for investors, 
it may not be appropriate for 
everyone. Some investors research 
securities and then place trades 
without any professional guidance. 
Other investors use the Internet to 
self-manage a few of their 
investments and then consult a 
broker or investment adviser for 
help in managing the rest of their 
portfolio. Some investors use the 
Internet to trade frequently with 
the hope of profiting from a 
rapidly changing market. 
Refcosify's online trading platform smartjones.com is 


s pioneers of online trading in India, 
Ast has grown from strength to strength 

by consistently innovating and providing 
value to its customers. Sharekhan is a progeny of 
SSKI, which has been helping investors with their 
equity investments for over 80 years. 

They are known for their in-depth understanding of 
the stock market because they have grown up with it. 
For a customer, broking with Sharekhan means access 
to cutting-edge trading tools, insightful research, and 
interactive training programs. They also provide multi- 
channel access to all its customers through a strong 
online presence with www.sharekhan.com, 240 share 
shops in 110 cities and a call-center based Dial-n- 
Trade facility. 





Securities 


a leading innovation in the increasingly active 
electronic marketplace for equities and derivatives 
traders. Being India's first online trading site for equity 
derivatives, REFCO's secure, online trading facility 
offers easy access, instant connectivity, convenient and 
hassle free, single screen 
order entry / confirmation, 
which gives a trading 
experience as exchange based 
software. Smartjones.com 
offers a TOLL FREE service 
1600 221 331 to buy n sell the 
stocks you want instantly. 
This value added service 
helps you to inquire or trade 
in your preferred stocks then n 
there, whether you are at 
home, at work or traveling. 
When online trading is on 
your mind, smartjones.com can come to your help. 


They have excellent trading facilities like the 
Classic Account with its applet-based trading system. 
This feature has a user-friendly interface for live 
streaming quotes and multiple stocks display making it 
a very easy to use yet dynamic application. Another 
next-generation online trading product is their trading 
software for day-traders, called SpeedTrade that 
provides everything a trader needs on his screen, 
instantly. They also send out a wide range of detailed 
research reports to their customers everyday, to enable 
them to make informed investing decisions. 

The parent company SSKI was recently adjudged 
as the 'Best Local Brokerage' in India by Asiamoney 
2004 Brokers Poll for its overall performance in 
servicing foreign institutional clients. 
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ACCOUNTING JOBS 





The Accountant Crunch 


Ahead looms a shortage of number crunchers to keep the books balanced. By SUPRIYA SHRINATE 





Global money maestros: Indian chartered accountants are increasingly making their mark in the mean money game 


HE MAP IS NOT THE SEA, SAY 

sailors. The accounts are not 

the business, say CEOs. The 
beans are not the buzz, say mar- 
keters. But the world cannot do 
without maps, accounts and beanco- 
unters. So if it’s part of your work 
routine to precision-check, double- 
check and reference-code-check 
every little entry in the books that 
come under your magnifying lens, 
spare yourself a few relaxed sec- 
onds of renewed reassurance. Your 
skills, as certified by The Institute of 
Chartered Accountants of India 
(ICAI), are in demand. Worldwide. 


You're in for some big money. 


Ink Wanted: Red Or Alive 
Good old chartered accountancy 
(CA), in particular, has rarely been so 
promising as a profession. Ask emp- 
loyees of the world’s ‘Big Four’ 
firms: namely, Deloitte & Touche, 
Ernst & Young (E&Y), KPMG and 
PricewaterhouseCoopers. 
Amarendra Mehendale, 31, for 
one, is still getting over his good 
fortune. Walking along Oxford 
Street on a Sunday afternoon, this 
manager with KPMG India’s Advisory 
Practice, recalls how he was whisked 


off from Delhi to the London office 
at a moment’s notice, a couple of 
months ago, to plug an account- 
ancy gap for a project there. In all, 
KPMG has packed 100 young CAs 
off to London, and it’s not alone. Its 
rival E&Y has relocated some 150. It 
started as a trickle a year ago, and 
now has the makings of a barrage. 
*From being an old-fashioned chap 
in a staid industry, the perception of 
my job has changed," muses 
Mehendale, over the phone. “It is 
far more ‘happening’ now.” 

The trend has been picked up 
at the ICAI too, which is watching 


Strong education, work ethic and cultural values make 
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the 8,000-odd accountants it ann- 


` ually bestows its CA qualification 


on, get snapped up like never bef- 
ore. A spokesperson calls it the twin 
upshot of “a booming economy 
and the need to put compliance- 
oriented mechanism in place”. 

The 2002-03 downsizing under- 
taken by some accounting firms has 
not only been reversed, accountancy 
is also gaining from a secular up- 
swing of the long-term trend. 
What’s more, cooked-book-phobia 
is becoming a global phenomenon, 
post-Enron and Sarbanes-Oxley, 
and if there’s a huge skill export 
opportunity for India, it’s here. 
Number watching, globally, is now 
a matter of wilful corporate gover- 
nance as much as mandatory requ- 
irement. Indians, says Denis 
Reynolds, Partner, KPMG, UK, have 
proven their competence. “Strong 
education, powerful work ethic and 
cultural values of Indians make 
them a preferred choice when it 
comes to recruiting for global 
assignments,” he affirms. 

The role has expanded, too. 
“There is a high degree of work 
that accounting firms are expected 
to do now, a detailed look at the 
financial statement being just one of 
them,” says Rajiv Memani, CEO, 
E&Y India. Udit Aggarwal, a senior 
consultant with E&Y now at the 


WT me 





New York office, is all too excited 
with the global exposure he is get- 
ting. “The challenge of simultan- 
eously handling clients in different 
countries, cutting across work envi- 
ronments, cultures and time zones is 
an all-new experience,” he beams. 


Crunching Numbers 
But does India have enough quali- 
fied CAs to meet global needs? India 
has an estimated 130,000 practicing 
cas, while the UK alone has about 
280,000. Most firms blame the ICAI 
for this strictured supply. The insti- 
tute’s regulations are so tight that a 
candidate is eligible for final exam- 
ination only after a three-year ‘arti- 
cleship’ training period. Of all those 
who take the test, barely 3 per cent 
make it, and the total numbers have 
not been rising despite the demand 
growth. Naturally, people accuse 
the ICAI of running an exclusive 
club more than a skill-supply system. 
Employment opportunities, 
meanwhile, are multiplying in new 
ways. A vast field that has just 
opened up is that of business process 
outsourcing (BPO) where the process 
is accounting. This fledgling indus- 
try has started to attract CAs too. 
Does this bother the Big Four? No, 
says lan Gomes, Country Managing 
Director, KPMG India. “The big firms 
are into high-end accounting jobs,” 


he says. “We leverage our brand 
name through advisory role and 
command premiere pricing.” 
Reckons Memani, “Unlike BPOs, 
with very focussed jobs, we review 
processes and technology, besides 
internal audits and due diligence.” In 
fact, suggests Roopen Roy, MD, 
PricewaterhouseCoopers, “BPOs do 
not always require fully-qualified 
accountants, so NASSCOM and ICAI 
can together certify and train people 
who have cleared their intermediate 
exams, and are fit for this industry.” 

That's not something that Pankaj 
Vaish, Head, Accenture BPO, agrees 
with. According to him, BPO units do 
important work and are stealing 
young CAs away from the old firms 
on the lure of "the opportunity to 
work as a global player, address glo- 
bal needs and challenges, and also 
acquire people management skills". 

Well, enhanced competition for 
scarce talent can only mean one 
thing: rising remuneration. Globa- 
lisation is playing a catalyst. Accor- 
ding to the ICAI, free trade in serv- 
ices—starting April 2005—should 
blast open new opportunities. The 
institute, on its part, is updating 
the curriculum to global demand. By 
the current count, over 250,000 
students are registered with ICAI for 
a shot at gaining the prized qualifica- 
tion. Some of them are headed big. 
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COUNSELLING 


| have been self-employed as an independent marketing 
consultant for the last 10 years. For 15 years prior to that, | 
held senior marketing positions with multinational firms and 
spearheaded campaigns for many well-known brands. While 
self-employment does have its charms, | am now craving to 
go back to a work environment with lots of people around. My 
accomplishments as a consultant are significant, but recruiters 
won't touch me, and headhunters say that | am overqualified. 
| have tried to communicate that | am a serious candidate who 
wants to make a long-term commitment. Please help. 

It is difficult to make a reverse change in the consult- 
ing business, and even more so if you have been out on 
your own and not worked with a big name. Given your 
experience in marketing, you could consider advertising 
as an option. If your consultation work involved mar- 
ket research, advertising could provide you with good 
opportunities. For other jobs in marketing, sales or the 
like, target medium- or small-sized companies. As 
you have been into consulting for a considerable 
while, this is the time to leverage any clout that you 
may have had with your clients. It could be that one of 
them gets interested in employing you. 


| am a 36-year-old MBA working as a manager with a lead- 
ing player in the tourism industry. The problem is that despite 
all the hard work that my team and | put in, the management 
refuses to recognise our efforts. Ergo, | feel it's time for me to 
move on. With 10 years of experience in the travel trade and 
three years in the media, and an additional diploma in sales 
and marketing, what are the options open to me except 
hardcore sales and marketing? 

You need to introspect a bit before you start looking for 
a job. Do you want a cushy job, something offbeat to do 
or do you want to be in the services sector? If you do not 
want to get into sales, look at the travel trade, hospitality 
or event management sectors. You have the qualifications 
and the experience. However, wherever you go, you will 
have to start afresh. Recognition doesn't come easy 
and it is not necessary that your efforts will be imme- 
diately lauded in the new company. You will have to 
work to prove yourself in terms of skill and value. 


HELP 
TARUN! 


| hold a BE (computer science) degree and am working with 
a UK-based mobile phone company. Before this, | worked 
for two years as a software engineer (embedded systems) 
with an MNC in Noida. | recently got an offer from a US- 
based company in the same field. However, | am app- 
rehensive of accepting it despite having been offered exc- 
ellent remuneration since | am in the dark about work ethics 
in the US. Also, | do not know whether a stint in the US 
would be more fruitful in the long run compared to my pres- 
ent job in the UK. Please advise. 

It is natural to be apprehensive about relocating to 
another country. However, that should not prevent 
you from taking up an offer if it enhances your career. 
A stint in the Us will definitely add value, especially if the 
assignment you are going for is comparable or better than 
the present one. Since you already work with a UK-based 
firm, a stint at an American company would surely give 
your resume a boost. As far as compensation is con- 
cerned, look at it in the context of the cost of living there. 
Depending on the location in the us, the cost of living 
can vary drastically. As for work ethics, there are prob- 
ably fewer holidays in the us than there are in the UK. 


1 am a 26-year-old mechanical engineering diploma holder 
working with a BPO in its technical support team for the past 
two years. Right from the beginning, | felt that | was over- 
qualified for the job. So | applied to a few engineering 
concerns. But the ones that responded clearly considered me 
a fresher, giving little importance to my experience in the BPO. 
How do 1 convey the worth of my experience to them or to po- 
tential employers, or conversely, get a better deal in the BPO? 
Do remember that you have a diploma and not a degree 
in engineering, which might be the bigger reason for your 
not being considered for engineering jobs. Apply -to 
medium-sized companies and go in for additional qual- 
ifications in management or in software. You could 
then look at a completely different set of jobs. In your cur- 
rent organisation, you could try getting transferred to a 
division where you know there is growth and opp- 
ortunity. That might take you away from your engi- 
neering background, but it might not be a bad thing. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to He/p, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—110055. 
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Remote 
Refinement 


Education outsourcing approaches critical mass. 


no TESTING HAS BEEN AROUND FOR YEARS, BUT 
now education is getting serious about actual two-way 
learning—done across oceans. A teacher in Okhla or 
Gurgaon could actually engage students in the United 
States or the United Kingdom in more than just a 
superficial manner. Light e-interactivity has been 
around, but this is about linking the most thoughtful 
parts of the mind. Possible? 

Yes, says Career Launcher, which began with it in 
March 2004, and has some 100 teachers in India 
working on students in the us and the UAE. Technology 
has enabled a high degree of personalised interactivity. 
Flexibility, too. “A particular teacher could be teach- 
ing the same thing to students from different grades at 
one time,” explains Anirudh Phadke, who teaches us 
students (this job requires special voice training too). 
The UAE students are used to ‘classroom’ addressals 
rather than individual attention. “The business is nas- 
cent in India,” says Satya Naraynan, Chairman, Career 
Launcher, “but there is tremendous potential, especially 
in India itself at the Central Board of Secondary 
Education (CBSE) and MBA levels.” 


AMANPREET SINGH 


KALYAN CHAKRAVORTY 






Virtual education : Remote-testing the textbook 


Twice as large 


Job Site 
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Domestic 
Domicile 


Why firms are letting people work right at home. 





Accenture’s Rekha Menon: Home is where work is 


ON'T TSK-TSK REKHA MENON, HEAD, GEOGRAPHIC 

Services, Accenture, for having to work till 
about 10 at night every now and then. She is res- 
ponsible for strategic planning, HR and recruit- 
ment across all of Accenture India’s local businesses, 
and, as she says, “I am going to be working from 
home.” It’s part of the firm’s flexiwork initiative des- 
igned to maximise utility all around, be it the busi- 
ness or people’s own lives. 

Secure telecom technologies are enabling the 
remote execution even of high-end jobs that involve 
sensitive data. And with information so well-digiti- 
sed, Menon just has to log on and get cracking. Of 
course, some parts require ‘face time’ with colleag- 
ues, clients and so on, for which she has to check 
into office once in a while. 

While employee satisfaction is the idea at 
Accenture, a similar initiative at Hyderabad-based 
HyperSoft Technologies is looking at crushing 
costs. “Making people work from home saves the 
trouble of transport, food and other infrastruc- 
ture,” says Dadi Bhote, Executive Director, 
HyperSoft. In an efficiently-mature firm, people are 
paid for generating value, not warming seats. 

SUPRIYA SHRINATI 
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as the nearest competitor 
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HEAD - TELESALES 

ABN AMRO Bank 

Drive all sales calling programs across Life and Non Life 

- finalise the most appropriate call centre company. Complete all 
sales processes to sank dre with Bank, track all programs on 

basic success ratios & build measures of success of each 

| program. 

. Experience: 7 - 20 years 

Job Code: 26121082 

"MANAGER - REGULATORY AFFAIRS 

Biocon 

The candidate will take care of the Regulatory Function. 

` Candidates must have experience in dealing with US FDA, and 

_ exposure to IND, NDA, etc. 

_ Experience: 10 years 

. Job Code: 25973955 








































OVP SALES 
Elixir Web Solutions 

. Applicant should be BE/B.Tech with MBA from a reputed 

` institute , atleast 3 years must be of VP/Head sales in a 
жериге company. Applicant should have experience of smart 
: cards solution sales. 

* Expetience: 10 - 14 years 

_ Job Code: 26283672 


EAD OF BUSINESS DEVELOPMENT 

Essar Group 

Reporting to CEO, should be B.E /B.Tech-Mech/ Civil 
qualified. A post graduation in Management studies from 
aninstitute of repute would be desirable. 

Experience: 15 - 20 years 

Job Code: 26012183 


FINANCIAL CONTROLLER 

Indigo IT Solutions 

Chartered Accountant or Post Graduate. He/she should have 
experience in dealing with financial institutions and banks in the 
areas of fund management, acquiring of sick industries and 
procedures involved in it. 

Experience: 15 - 30 years 

Job Code: 25934368 


CEO 

Make-A-Wish Foundation 

Overall leadership and direction in the planning, 
development and administration of policies that pertain to 
theoperation of the organisation. i; 
Experience: 10 - 15 years 

job Code: 26062020 


HOW TO APPLY FOR THESE JOBS: 

l. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search’ field 
(Click the "Search lobs" button 





TECHNICAL PROGRAM MANAGER 
Oracle India | 

As a Technical Program Manager you will have responsibility — 
to manage customer accounts, but will operate in a highly D 
matrixed environment. You will routinely provide briefings to 

VP level management within Oracle, and communicate with 

the Director and CIO levels on the customer side. 

Experience: 10 years 

Job Code: 26248640 

GENERAL MANAGER - SALES 

Scandent Group 

Over all sales performance in particular industry sector for the 
specific geographic locale.Meeting the assigned sales / business 
targets, driving numbers.Device and formulate and successfully 
implement sales strategies, promotion, programs & tactics. 
Experience: 7 - 10 years | 

Job Code: 26388937 | t 















STAFFING HEAD 

TVA Infotech 

To head the satffing function of the company across 4 | 
locations. Should have handled а team size of 20+ recruiters. — 
Will be responsible for a team of 40+ people that would . 
include senior recruitment managers. —— 

Experience: 10 - 15 years 

Job Code: 25423656 


VP-BUSINESS DEVELOPMENT 

Zenith Software 

The role involves looking after business development activities . 
in USA,Europe and AsiaPac.Vast experience in building ` 
customer base and maintaining / servicing relationships. 
Expetience: 10 - 15 years * 
Job Code: 24666452 *» 


OPERATIONS MANAGER 

eQURA Se 

Managerial Responsibilities of about 500-1000 people. 10-- 
years total experience with 2-5 years experience as a manager 
in the BPO space/ service Industry / call centers a must. 
Experience: 10 - 15 years 

Job Code: 24986279 


COUNTRY MANAGER DUBAI 

Proactive Corporate Services Pvt Ltd. 

Developing and maintaining relationship of the highest 
order with the Diplomatic Missions in his area.Handling 
of emergencies & managing crisis, ensuring security of — 
passports and complete vigilance at all times. P 
Experience: 10 - 15 yeats i d 
Job Code : 25520112 
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PYSTEMS MANAGER -15 
nfosys Technologies Limited 












engineering Graduate. 
xperience: 4 - 10 years 
Job Code: 25987373 





| WEBSPHERE DEVELOPERS 
-Xoriant Solutions India 


"server and have exposure to Java, J2EE programming experience. 
"Experience: 2 - 8 years 
Job Code: 26192421 





SENIOR TEAM LEAD 

Hughes Software Systems 

Software Engineer should carry experience on BTS installation 
‚ @ commissioning, hands on experience on testing tools, 

- knowledge of analysis tools a must. 

Experience: 3 - 10 years 

_ Job Code: 25929129 


_ CH,.NET PROFESSIONALS 
_ Satyam Computers Services Ltd 
'BE/Graduate with experience in Microsoft Technologies and 
have one year experience in C# and .Net related skills. 
Experience: 3-6years 








“TEAM LEAD, PATTERN CONVRT, PDE 
Intel 
Be responsible to lead a team of engineers- in charge 
of converting register-transfer level (RTL) simulation 
_ traces to tester patterns for different test and debug 
platforms. 
.. Experience: 5 - 12 years 
| Job Code: 26197788 
_ ENGINEERING PROJECT MANAGER 
с Hewlett Packard - HP India 
The role involves managing schedules, resources and 
- dependencies. Incumbent should have good knowledge 
of quality systems and management practices, meet 
rganization norms on service levels and responsiveness 









| HOW TO APPLY FOR THESE JOBS: 

1. Logon to www.monsterindia.com 

- 4. Click on "Search Jobs" link 

__ 3. Type the job ID number in the "Keyword Search" field 
lick the "Search jobs” button 





Experienced on SQL Server 2000, Microsoft Cluster Server, Web 
Master, Share Point Servers & SAP Basis. Should be an 


Should have hands on experience on websphere application 









































JAVA ARCHITECT 
Siemens Information Systems | 
BE/MCA graduate with exposure to design and analysis in [2E 
environment with working knowledge of Javaapplication. < 
Experience: 7 - 8 years 
Job Code: 26165734 


SENIOR SOFTWARE ENGINEER 
Atrenta (India) Pvt Lid | 
The ideal person should have good knowledge of C/C++ 
perl based development on Linux/Solaris. Person shoul 
good exposure on algorithm analysis skills and good knowled 
of data structures. 
Experience: 2-4 years 
Job Code: 23657341 


PREE SENIOR DEVELOPERS 

Atos Origin India Pvt Ltd 

Skillsets should be Java, Jsp; JavaScript, EJB, XML, SQL, _ 
Relational Database Concepts, OO Concepts, OOAD, апа 
DOM/SAX API. Knowledge of Struts/Castor, Apache 
Tomcat or any other Application Server. 

Experience: 4 - 6 years 

Job Code: 25144102 


BANKING & FINANCE DOMAIN SPE 
Keane India Lid. | 

The role is to pravide pre-sales suppert and participate in 
consulting assignments, and to act as liaison between technic: 
team and clients. Knowledge of banking procedures, norms, 
best practice, security policies, accounting rules, regulatory 
reporting requirements etc a must. 

Experience: 5 - 12 years 

Job Code: 24143647 


DSP ENGINEER 
Han Digital Solution Pet Lad 
The skillsets being looked at are Embedded CPU, ARM, TI 
DSP based Audio Processing Applications development... 
Experience: 3 - 5 years 

Job Code: 26443432 


LIST 


DEVELOPER SUPPORT-TEAM MANAGER 
Microsoft GTSC 
To monitor and enhance the performance of the team in the 
areas of productivity, customer satisfaction, employee 
satisfaction and employee development. 
Experience: 2-5 years 

Job Code: 25122406 
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BUSINESS DEVELOPMENT EXECUTIVE 
ioneer Online Limited — P or. 

The role is to initiate cold calls, maintain good client relationship, 
responsible for initiating new government accounts and cultivate 
the existing accounts. ' 



































ALES & MARKETING EXECUTIVES 

irightlands Resorts Pvt Ltd 

Responsible for corporate sales, promotion of various 
mes/memberships, presentations & seminars etc. Applicant 
st be an excellent communciator with hard selling skills on 


ence: 2-7 years 
e: 26250439 


MANAGER - MARKETING 
Sicher Goodearth Limited. 


E/B.Tech with MBA & have around 7-9 yrs of 

xpetience in sales & marketing in which 1-2 yrs in 

andling sales of passenger vehicle or handling state 
nsport unit. | | 

xperience: 7 - 9 years 

ob Code: 26248737 


AREASALES EXECUTIVE . 
Shri Shakti Alternative Energy , 

Should be Graduate/Diploma Engineers with good 
'ommunication skills and aptitude for sales. Need to be 
targetoriented and flair for direct selling and dealer sales. 
Experience: 2-3 years 

Job Code: 26249105 


DEPUTY MANAGER MARKETING 

Alkyl Amines Chemicals Limited ' 

To assist marketing manager, responsible to developing and 
expanding domestic markets for speciality chemicals serving the 
pharmaceutical, agrochemical, dye, rubber, foundry chemical, 
water treatment and photographic chemical industries 
Experience: 5-12 years - 

b Code: 26248669 


SISTANT MANAGER SALES 

ICICI Bank Limited 2 

Responsibilities would include delivering volume and value 
targets, enrol outsourced agencies, set processes & systems 
and monitor activities, prepare the sales plan & delegate the 
targets, Manage the out-sourced & in-house teams. 
Expetience:6-8yeats 

Job Code: 26247218 ` 


HOW TO APPLY FOR THESE JOBS: 


I. Logon to www.monsterindia.com 

2.Clickon “Search jobs” link — 

3. Type the job ID number in the "Keyword Search" field 
CET heb rhe “Search labs" burton ; 


PRODUCT MARKETING MANAGER 
Microsoft SMSG 

Manages the overall businesses of the Windows 
Server, SBS Server, as well as Management Servers. 
Experience: 7-10 years | oe 

Job Code: 25165039 


SALES EXECUTIVE 
Aakit Technologies Pvt. Ltd’ 
Good exposure to sales of IT products, role based in Mumbai 
and will assume responsibility of sales and marketing function. 
Experience: 2-7 years 
Job Code: 23758589 

Л 
SALES MANAGER - SOFTWARE SERVICES ^ 
ComCreation Inc x 
Incumbent should have experience on cold calling, closing 
deals. Person should have excellent communication skills. 
Experience: 2- 5 years l | 
Job Code: 25963041 


BUSINESS DEVELOPMENT EXECUTIVE 
EdVenture Systems Inc. | 

The role is to develop business in the area allocated, have 
experience in cold calling, Incumbent should be 
Graduate /MBA qualified from an institute of repute. - 
Experience: 2-5 years * 
Job Code: 23833209 i 


BUSINESS DEVELOPMENT MANAGER 

WeP Peripherals Ltd 

Establishing a channel for networking products, 
responsible for business development in his area. Selling 
of Networking Products to corporate and government 
accounts. | | 

Experience: 3-5 years 

Job Code: 26228012 


RETAIL SALES MANAGER 
BPL Mobile 

Manage the distribution of Prepaid cards (as in an FMCC 
Industry), retailers. Plan, Organise and direct field · sale 
units.Implement sales strategies to achieve budgeted targets. 
Experience: 3-5 years 

Job Code: 25870715 


k 
i 


Q monster.com 













uarters in USA. Should be well conversant with Accounts, 
ance, Planning & Reporting, Statutory Compliances. 
‘Experience: 5-7 years 

job Code: 26300975 


ACCOUNTS HEAD 
‘Consolidated Shipping Line (I) Pvt Ltd —— 
Incumbent must be CA/CA (inter) with experience in handling all 
pects of branch accounts and finance department along with 
the responsibility of handling Office Administration. 
xpetience: 4- 6 years 

Code: 25652731 










74 ni 

CCOUNTS EXECUTIVE 

Jigite Infotech India Pvt. Ltd 

Account Executive should be B.Com and CA / CPA 
from a reputed institute with excellent academic record 
and carry around 2-3 years of relevant experience in the 
software industry. 


Experience: 2 - 3 years 

yb Code: 26121388 

INANCIAL AUDITOR 

J NDS International India Pvt. Ltd 

Ideal person would assist Senior Financial Auditor in 
planning and conducting systematic reviews of the financial 
and operating procedures of the organization. 


rience: 1-3 years 
Job Code: 26247627 






















1 TERNAL AUDITOR 

eOfficePlanet India Pvt. Ltd. 

1 ponsibilities would include audits records of 
departments and interviews workers to ensure recording of 
ons and compliance with applicable laws. 


erience: 3-7 years 
job Code: 23661622 






HARTERED ACCOUNTANT 
Essar Group 

The incumbent will look after all the accounts activities like 
Budgeting, Accounting, Taxation, MIS Reports, 
Finalisation of Accounts. Knowledge of Sales Tax / TDS / 
Service Tax. Budget Process & Budget Controletc. 

rience: 1-5 years 
Job Code: 26149120 


APPLY FOR THESE 1085: 


ogon to www.monsterindia.com 
lick on “Search Jobs” link 
ype the job ID number in the "Keyword Search" fi eld. 


35 


е "Search Jobs" button . 






Anchatge of accounts and responsible for working cap 





MANAGER - FINANCE 
GEA Energy System (India) Ltd 

This position would be responsible for monitoring 
project budget, follow-up on collections, 


maintenance of site accounts etc. 
Experience: 7 - 10 years 
Job Code: 26247735 


GENERAL MANAGER 
Kanpur Plastipack Ltd 
Reporting to MD of the company, the role would be to.ove 






















management, dealing with banks and F's, Purchase, Taxation 
MIS and related activities. 
Experience: 10-15 years 
Job Code: 25930104 


EQUITY RESEARCH / FINANCIAL MODELING | 
Netscribes India Pvt. Ltd. | 
Candidates are expected to monitor stocks, carry out 
fundamental analysis and valuation of st and. 
companies listed in US and European stock e xchanges. 


Experience: 2-5 years 
Job Code: 22808304 

















CHARTERED ACCOUNTANT 
Pranavaditya Spg. Mills Ltd. 
The role is to head the Finance / Accounts Department 
of the Company based at the Mills, 20 kms from 
Kolhapur & 10 kms from Ichalkaranji. He would be | 
reporting directly to the Chairman & Board of Directors. 
Experience: 20 + years 

Job Code: 26392071 
REGIONAL MANAGER 
IDBI Bank Ltd. 

Marketing of the Collection & Disbursement of CMS & 
Corporate Liabilities Products and penetration of © 
southern market. 
Experience: 3-4 years 
Job Code: 25773068 














ACCOUNTS ASSISTANT 
Heubach Colour Pvt. Ltd. 
The ideal candidate should be B.Com./M.Com with 
industrial experience.Having sound knowledge of day to: 
day general accounting,and awarness of various tax laws. 
Experience: 3-4 years 

Job Code: 26115407 


© monstercom 




























AUTO COMPONENTS 





In just about a decade, 
Krishna Maruti’s Ashok 
Kapur has built India’s 
only car interiors group. 
Here's how he did it. 
BY R. SRIDHARAN 


P 


ALF-PAST THREE ON A JANUARY AFTERNOON 
at Ashok Kapur's plant near Gurgaon, it's 
time for Business 101. Kapur, a short 
man with an indulgent belly and closely 
cropped salt-n-pepper hair, is leaning 
back in his chair and talking to his daughter at the 
other end of the mobile phone. “...Listen to me, beta. 
Every rupee matters. You have to be more persistent. 
Don't you ever say no to ads....” Kapur's 20-something 
daughter, Shruti, is on a deadline for the launch of her 
new magazine, Platform, and she has just turned down 
a couple of ads that her father has helped organise. 








PRODUCTS 


128 BUSINESS TODAY FEBRUARY 13. 2005 


Seatin 





re 


PARTNERS 


р 





And Kapur, a self-built entrepreneur who’s helped his 
daughter get started, can’t believe that she is actually tur- 
ning away precious revenue. “Where do you think the 
money is going to come from? Besides, you never say no 
to your customer," admonishes the 58-year-old Kapur. 
"Remember, customer is not king, he's God." 

Sitting in Kapur's spartan office, which still sports 
the same workstation and conference table it was set up 
with more than 10 years ago, it's hard to think that the 
man may be exaggerating. Back in 1993, when “a 
family arrangement" left the youngest of four brothers 
(one of whom is Surinder Kapur of Sona Koyo Steering 


REVENUES 
Rs 304 crore 
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Systems) with no manufacturing business, Kapur started 
from scratch by setting up Krishna Maruti, a joint 
venture (JV) to supply car seats to the auto giant. Since 


then, Kapur has not just become the biggest supplier of 


car-seating systems to Maruti with group revenues of 
more than Rs 400 crore, but also one of the few ven- 
dors to have struck a unique relationship with Suzuki 
Motor Corporation. He already has three Japanese col- 
laborators thanks to the Suzuki connection, and could 
soon be striking another Jv with Maruti in a com- 
pany he’s just acquired. Says Kapur: “There are two 
things everybody in my company knows about me. 
One, that I don’t compromise on quality, and two, that 
| regard the customer as king.” 

In an industry cluttered with first-generation 
entrepreneurs who still run their businesses like mom- 
n-pop stores, Kapur’s philosophy of putting the cus- 
tomer first has paid off handsomely. Until now, 





Krishna Maruti’s Ashok Kapur: His factory of 100 workers near Gurgaon rolls out a whopping 1,250 seat sets per shift 


whenever Suzuki had a new component to indigenis: 
or where it wanted a new vendor for a related com 
ponent, it has first offered the opportunity to Kapur 
That’s how his company kept adding to the core busi 
ness of seats by getting into mirrors, head rests, seat 
trims, door trims, roof liners, carpets, and now fuel 
tanks (with the new acquisition), where Maruti will bx 
a partner. Says R.C. 
Director of Maruti Udyog and a mentor to Kapur 
"He's totally committed to Maruti and Suzuki. That’s 
why he's been able to earn Suzuki's trust." 

It's a trust Kapur has earned the hard way. li 
October 1995, when a labour strike threatened t: 
cripple production at his factory—itself built 
record 120 days—Kapur locked out all workers and 
asked the white-collar staff for a show of hands: How 
many were willing to cast their lot with Kapur and fight 
it out? As it turned out, all of them were willing. With 


Bhargava, former Managing 
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about 42 white-collar employees and 58 contract 
labourers, Kapur stayed put in the factory for 18 days, 
working the foam rolling machine by day and sleeping 
on the conference table in his office by night. Not 
only did he and his team make all the deliveries to 
Maruti, but actually upped daily production by 10 
per cent. (The lockout ended on the 19th day, and 
Kapur sacked 38 of the 100 workers before letting the 
others return to the factory.) On another occasion, 
Kapur ordered Rs 11 lakh worth of 
seats scrapped because they were 
marginally off the error tolerance 
range (by a few millimetres). Says 
A. K. Bedi, Chief Manufacturing 
Officer, Krishna Maruti: “His mes- 
sage to us is clear: quality must be 
embedded in our system.” 


A Tight Ship 

Despite the size of his closely-held group, Kapur’s 
workforce is remarkably small. The flagship Krishna 
Maruti (Kapur’s mother was named Krishna) employs 
just about a hundred workers, making its wage cost (less 
than 2 per cent as a percentage of revenues) possibly the 
lowest in the business. Production in the last five years 
has risen from 550 seat sets (the front two and the 


KAPUR AND HIS COMMUNION 


SK KAPUR WHAT MAKES HIM TICK AND HE'LL SIMPLY SAY “GOD'S BLESSINGS AND 
hard work". Intensely religious, Kapur performs a havan every day at 


Kapur has positioned 
himself as a father figure 
to his workers and 
manages them with an 
unconventional style 


single rear one) in two shifts to a stunning 1,250 seat 
sets per shift now. There has been no increase in head- 
count and no capacity expansion, except for a 
polyurethane plant, says Kapur. What did the trick? In 
1995, the company signed up to be part of a total 
quality management (TQM) cluster initiated by Maruti, 
with a Japanese quality expert, Yoshikasu Tsuda, gui- 
ding the group. There was so much inefficiency and 
wastage that mere elimination of those, plus more 
disciplined manufacturing, increased 
capacity. Says Jagdish Khattar, 
Managing Director of Maruti 
Udyog: “They come across as one 
big team that's working in sync." 
A large part of the credit for 
that goes to Kapur. He's positioned 
himself as a father figure to his wor- 
kers, and manages them in a style 
that's not very conventional. For example, although 
his company is running for the prestigious Deming 
Prize this year, Kapur doesn't believe in certifications 
or awards. He would rather the shop floor spoke 
for itself. Says Shinichi Takeuchi, Joint Managing 
Director, Maruti Udyog: “The top management policy 
is well spread and understood down the line." 
Anybody coming in late to work even by a minute 
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home and also visits Delhi's Chattarpur temple, where he's a trustee. His 
office at the factory near Gurgaon is full of statuettes and paintings of Krishna 
and Ganesha, and there's even a temple just outside the factory for 
employees to pray. In fact, Kapur even attributes his recent diversifications 
to providence. As a man who counts his blessings, Kapur believes in giv- 
ing back too. He runs a trust called the Sat Krishna Charitable Trust, which 
has adopted a village across the road from his factory. Here, he's built a 
school, hospital, orphanage, technical institute and a temple complex. It's 
interesting how the whole thing came about. Four years ago, the head of 
the village came to ask Kapur for some minor help. Instead of doing just that, 
Kapur tossed back an idea to the man: why not allow Krishna Maruti to 
adopt the village and bring improvements on a larger scale? The villager 
thought Kapur was being sarcastic. Today, it's not just money that Kapur 
is spending on the village; he, his wife Arti (she heads the trust) and 
employees routinely volunteer at the village. The orphanage is currently home 
to 25 children, but by March 2007, it will accommodate 50. The technical 
institute has graduated 40 students, and in the next batch, the number will 
double. “| am merely fulfilling my mother's desire that | should do some- 
thing long-term for the society," says Kapur. 





A man of faith: Kapur at Delhi's 
Chattarpur temple 
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Heir apparent: Kapur's son Sunandan heads almost all the new initiatives at the group 


loses half-a-day's wage, but Kapur will roll up his 
sleeves and join them in cleaning the factory and 
machines once every Saturday. All the workers are 
cross-trained and as much as a fifth of their salaries is 
linked to productivity, allowing the company to 
make do with just one shift. Executives must arrive to 
meetings on time or else just stay out. Says Kapur: 
*People may think I am crazy, but that's how I am." 

Over the last three to four years though, Kapur has 
been moving away from day-to-day operations to 
more strategic issues. He's been busy striking new 
IVs and diversifying. In 2002, he teamed up with the 
Batras to buy, and then sell to Sahara, Mumbai's 
Centaur hotel. The following year he bought and 
sold a mid-sized power company (he wouldn't reveal 
the name), and last year he diversified into real estate 
by partnering with an associate to set up a 500,000-sq. 
ft. mall in West Delhi. The Paradise Mall will open late 
next year with early tenants like Piramals’ Pyramid 
Megastore and Ajay Bijli's pvr. And this year, Kapur 
finalised the acquisition of a large auto components 
manufacturer, with annual revenues of about Rs 185 
crore. Says Kapur: “Would you believe it? I didn’t plan 
for a single one of them. All of them just fell into my 
lap.” (See Kapur And His Communion.) 

By early 2009, Kapur plans to hang up his boots, 
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but not before he’s handed over his 30-year-old son a 
group that’s at least Rs 1,000-crore big. At present, 
Sunandan looks after door trims, (automotive) carpets, 
roof liners and mirrors. In addition to that he is a JV 
partner in Krishna Quinette Seats (Quinette Gallay of 
France is an equal partner), which makes auditorium 
seats. The JV already does Rs 18 crore worth of annual 
business, but Kapur is planning two more Jvs in the 
seats business: one for aircraft seats and the other 
for bus and train seats. To start with, Kapur will 
oversee the aircraft seats project, and his son, the 
other one. Says Sunandan, who worked abroad before 
deciding to join his father’s business in 1999: “Having 
made a headway with theatre seats, I feel we are now 
ready to take on bigger projects.” 

Once the joint ventures fall into place, Kapur 
plans to consolidate. For starters, he’s putting in 
place a corporate structure to simplify group owner- 
ship and ensure a smooth handover to his son. 
Says Kapur: “Ten years ago when I started Krishna 
Maruti, I never thought it would become this big. 
It's God's blessings. Now, I have plans of giving back 
to the society.” 

Kapur’s ancillary empire may still not be as big or 
global as those of Tvs or Bharat Forge. But, obvi- 
ously, he’s laid a path to it. 
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‘The Fuel For 
Invention 


The fluid that matters more than commonly acknowledged 
a book of alternate knowledge, and the story of Ranbaxy. 


HERE HAS THE INVENTOR GONE? 

The idea of progress is synony- 

mous with the powerful contri- 

bution made by the great inventors of 
yore—Edison, Faraday, Watt, Graham 
Bell and so on. Each of these spent a life- 
time in the pursuit of inventing wonderful 
new things that have changed everything 
about the way we live. And yet, we would 
be hard-put to name the great inventors of 
the day. More importantly, the word ‘iny- 
ention' has itself fallen out of favour in 
today's world. We talk ceaselessly about 
imagination, innovation, creativity, ‘think- 
ing out of the box', but we shy away from 
the idea of inventions. And yet, nothing 
defines the idea of tomorrow in our mind 
more than the notion of relentless tech- 
nological progress that comes on the 
back of continuous 
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Be it 3M or Goodyear: Thank serendipity too 


inventions. What drives inventors to 
invent, what techniques they employ in 
their effort to construct a new reality- 

these are some of the questions that Evan 
I. Schwartz sets out to answer in his new 
book, Juice: The Creative Fuel That Drives 
World-Class Inventors. 

Invention, argues Schwartz, is the mother 
of necessity. Inventors invent because they 
must, and not because of what consumers 
want. They are driven by an internal creative 
energy, the ‘juice’ that the title refers ro, 
that makes them pursue problems, re-ima- 
gine the world, peg away at barriers and find 
unlikely patterns. The result is clearly crit 
cal but the engine for the quest for inven 
tions lies inside the problem they are pur 
suing. It is the problem that calls out to the 
inventor and he follows its call with flair. 
passion, imagination and unwavering com 
mitment. Inventions do not re spond to 
demand, but instead generati 
Juice is а book that falls well between 
two stools—it is neither a new theory 
of creativity nor a glib how-every 
one-can-become-Edison-if-we- 
thought-out-of-the-box 
kind of instruction 


manual, but is 














btbookend. 


instead a book that takes the basic tenets of creative 
thinking, and proceeds to illustrate them with a depth and 
thoroughness that is satisfying. The creative principles that 
he outlines are familiar: the need to reframe problems in 
new ways, homing in on what the real problem is, 
applying analogies across categories, channelising serendi- 
pity towards results, using failure as learning, thinking sys- 
temically, etcetera; the value lies really in the many 
examples that he uses to illustrate each of these principles. 

Take the point that he makes about the impor- 
tance of being prepared so as to exploit serendipity well. 
He uses many examples including those of Teflon, 
Nutrasweet and Velcro, all of which owe their existence 
to some element of chance, but by far the most engaging 
one is that of Charles Goodyear and his pursuit of cured 
rubber. Schwartz describes how Goodyear stumbled 
from apparent success to inevitable failure several 
times before one day he left some rubber next to a 
burning stove and discovered that while the outside was 
singed, it formed a remarkable protective layer pre- 
venting the rubber from melting further and invented 
the process of vulcanisation. 

Juice is replete with such examples and they are suf- 
ficiently diverse to be useful for a wide audience. Schwartz 
is good with explaining science to the lay reader and has 
the ability to tell a good story. Juice is not a book that will 
change one's understanding of the process of invention, 
but it certainly will re-acquaint the reader with all the 
magic and excitement that lies resident in the idea of 
inventions. For that alone, it is a worthy read. 

SANTOSH DESAI 
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WHAZZAT? HEALTH 
_WITH-IT — PEOPLE 








The birth of international cricket took place not very far from Times Square. However, 
after losing out to home-grown pastimes such as baseball and basketball, can cricket 
make а comeback in the world’s largest economy? ву ANIL PADMANABHAN 


i 

| 
МЕ OF THE MORE POPULAR QUESTIONS IN JUNIOR-LEVEL QUIZZES 

goes something like this, “Where was the first-ever inter- 

national cricket test played and between whom?” The 

1 answer: the game was played at the St. George's Cricket 
Club ground in the borough of Manhattan, New York 

City, between the United States and Canada way back in 1844. For the 

record, Canada won the game by a margin of 23 runs. At this point of 

time, it is unlikely, despite what Ashutosh Gowarikar (of Lagaan 
fame) would have you believe, that cricket was played on the Indian sub- 
continent, and Australia was little more than a collection of prisons. 

But while the game has gone from strength to strength in most of 
the erstwhile British Empire, in the original colonies of the 1% it has been 
consumed by a maelstrom of locally-developed sports. But if Gary 
Hopkins has his way, cricket will be resurrected in the us. A Briton with 
a cheery disposition, Hopkins, who is based out of the north-eastern city 
of Philadelphia, is the chief executive of Project UsA, the International 
Cricket Council's (ICC's) effort that was started six months ago to 
popularise cricket (again!) in the us. 

Last summer, the rest of the world got a taste of this rebirth when 
the US cricket team, a motley crew of part-timers, qualified for the icc 
Champions Trophy when they managed to win the icc Six Nations 
Challenge that had been held in the var, a tournament held to promote 
the spread of cricket in non-traditional cricketing nations. Tied at the 
top with three wins, the Us had managed to win this tournament on the 
basis of run rate and they were just 0.0276 runs ahead of Scotland. 

But when facing stiffer competition, namely New Zealand and Austr- 
alia, the Yanks wilted (by tremendous margins). However, the game has 
managed to find some roots in the country, egged on by a growing num- 
ber of immigrants from the West Indies and the subcontinent. Now, every 
weekend in summer, thousands of cricket players all over the country 
make their way to makeshift grounds—in some instances counties have 
been considerate enough to earmark small grounds—to play the game. 

And it is this that heartens Hopkins, because he played a tremendous 
role in popularising football, or, as the Americans would call it, soccer, 
in the land of the free. About 15 years ago, Hopkins was part of a group 
of executives that played a crucial role in the development of soccer in 
the Us, as a precursor to the country's hosting of the 1994 World Cup. 
Some of the world's top teams from Europe and Latin America were 
brought to play competitive games in front of American audiences and 
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Having жп a major role 
in transtorming soccer into 
a multi-million dollar 
industry in the United 
States, Hopkins is now 
entrusted with the job of 
doing an encore for cricket 


this rubbed off on the national 
team. From a sport that only used 
to attract crowds of under 3,000 
and measly sponsorship deals to- 
talling less than $500,000 (Rs 2.2 
crore), the US soccer team now 
plays to full stadia of 90,000 and 
generates several millions in rev- 
enue from sponsors. Today, it is a 
regular in the final stages of the 
soccer World Cup, and the 
women's team is regarded as one of 
the best in the world. It has even 
spawned a professional league— 
Major League Soccer. 

Again, the first step involves 
taking some top-tier teams and 
bringing them stateside. Exhibition 
cricket has been big in the us for 
some time, very often involving 
current and some washed out 
cricket stars. But Hopkins’ job is to 
labour to put together the bare 
bones that will allow the us to host 
its first-ever ICC-accredited tour- 
nament by September of this year, 
all envisaged under the ICC’s euphe- 
mistically named ‘Project USA’. After 
all, that is his brief, written origi- 
nally by Jagmohan Dalmia, who 
was then the ICC chief. 

Hopkins' work involves accom- 
panying Andy Atkinson, ICC's pitch 
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consultant, to select the ideal venue 
for the match. Going by indicati- 
ons, the venue is likely to be in the 
Governator's (Arnold Schwarzeneg- 
ger's) backyard, under the glitzy 
lights of Los Angeles, and will fea- 
ture India, Pakistan and England. 
Given that tinsel town, USA, is little 
more than a few hours' drive from 
the Bay Area where thousands of 
desi techies work, full houses will be 
more or less guaranteed. The emot- 
ional outbursts of a subcontinental 
cricket clash in the us would make 
for ‘must-see’ TV and be a lot more 
interesting than watching car chases. 

And ту itself is gearing up to 
telecast, nay, webcast even more 
cricket, given the huge appetite 
driven by the nearly 1.8 million 
Indian-Americans (out of a total of 
3 million cricket audience) in the us. 
During the 2003 World Cup, the 
webcasting of the matches was pos- 
sibly one of the first examples of a 
commercially successful deploy- 
ment of this rather overhyped 
medium; the reason being the large 
geographical spread of the audi- 
ence across the country. And one of 
the companies pioneering this 
method of delivery is aptly named 
‘Willow TV’ (cricket equipment is 
made from the wood of willow 
trees). Another company is Setanta, 
which saw revenues and viewership 
by South Asians in North America 
increase dramatically, exceeding all 
estimates, when they started show- 
ing matches involving India. 

But the growth of the sport in 
the Us depends on the success of 
the country itself. Cricket is felt 
by many to be a dull, boring sport. 
However, with new formats like 
"Twenty20' cricket catching оп in 
England and Australia, it might 
not be too long before internatio- 
nal cricket will find a permanent 
home back where it all began. 
Who knows in a few years' time, 
American politicos will be chas- 
ing votes not from soccer moms, 
but cricket moms. 





JUST HOW MUCH 


IS CRICKET WORTH? 


MAJOR REASON THE INTERNATIONAL 

Cricket Council is promoting the 
sport in the US is the tremendous 
commercial potential of that nation. 
But just how much is cricket worth? 

The Board of Control for Cricket in 
India (BCCI)—supposedly the richest 
cricket board in the world—is esti- 
mated to have revenues of around 
Rs 220 crore per annum, say $50 
million. Endorsements by members of 
the Indian cricket team add approxi- 
mately Rs 60-70 crore ($15 million) 
per annum. Extrapolating this figure, 
cricket players and organisations 
worldwide make around $250 million 
(Rs 1,100 crore) annually. Let’s as- 
sume (rational) investors would value 
the company at 10-times' earnings, 
and that would make global cricket 
worth $2.5 billion (Rs 11,000 crore) 
if it were a traded scrip as of today. 





To compare: 

m World Wrestling Entertainment 

(WWE): Market cap $855 million 

(Rs 3,762 crore) 

m Manchester United: Market cap 

$1.3 billion (Rs 5,720 crore) 

m Formula One: Annual revenues 

$2 billion (Rs 8,800 crore) + 

endorsements 

And the granddaddy of them all 

@ National Football League (US): 

Annual revenues $5 billion (Rs 

22,000 crore)+endorsements 
KUSHAN MITRA 
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How your investment analyst compiles his analysis 





When the experts reach for financial analysis and business insight they can rely on, they reach for Business Standard 
Look at the reasons why: Unique BS 200 stock market data pack * Unmatched domain expertise across industries money 
markets and commodities from specialist editorial page writers г: 2 е = 


* The best of international business from the Financial Times, London 
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PERCEPTION VERSUS REALITY 


LAKSHMI NIWAS MITTAL KUMAR MANGALAM BIRLA 
Chairman, The LNM Group Chairman, 


INDIA TODAY CONCLAVE 2005 Aditya Biria Group 


The future unfolds here. A forum for free and 
frank exchange of ideas among Presidents, 
Prime Ministers, Leaders and Visionaries from 


around the world who will engage with the A : Pr 
AMITABH BACHCHAN SRI SRI RAVISHANKAR 


many shades of India, its perception, its reality Actor, Living Legend Spiritual Guru 
А i "v А А Founder, Art of Living 
and finally, its possibilities. Pictured alongside Foundation 


are some of the distinguished speakers, who 
will address the India Today Conclave 2005. DATE : 25-26 FEBRUARY, 2005 


Will you be there? 
FOR REGISTRATION AND 


INFORMATION PLEASE CONTACT 

Anushka or Anuj 

Phone: 011-51034712 

Fax: 011-23684841 
www.indiatodayconclave.com E-mail: conclavedesk@intoday.com 
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О; А COLD SUNDAY MORNING, WHILE MOST LEVEL- 
headed people would rather not budge out of bed, 
there is a tribe of people called ‘twichers’ (birdwatch- 
ers in another tongue) who get up, and armed with 
notebooks, binoculars and cameras, head out into the 
mist. What rouses several otherwise-pedantic types 
up on cold mornings is the abundance of migratory 
birds that find their way onto the _ 
subcontinent escaping the ever-colder а 
climes up north. The migration of f 
birds has attracted and aroused man 
since Homeric times and even finds 
mention in several ancient texts. And 
one would do well to delve into this 
hobby/passion/obsession (whatever 
you choose to call it), 

The capital would be a good place 
to start, if for nothing else than the 
fact that it rests on one of the main 
migratory flyways for birds. Over 
450 different species of birds visit or 
make their home in this city. Noted 
author Bikram Grewal believes that 
this makes “the city (Delhi) proba- 
bly the second richest city in the 
world for birds after Nairobi in 
Kenya”. The area is famous for huge 
duck and goose flocks, with over 
20,000 birds from over 20 species, 
and wintering gull flocks, which can 
number over 10,000. Recently, a 
sighting of the endangered White 
Stork was made by a couple of bird- 
watchers in the capital. 

Kolkata too boasts several rare 
species of birds as well as great places 


i 


body off the eastern outskirts Black Neck Stork 
of the city, the Maidan and the 

Botanical Gardens make for great walks any time 
of the year. Santragachi jheel in Howrah is a 

W good place to catch migratory waterfowl. The 
Western Ghats is a biological hotspot, with over 


9 500 species making their home on the southern 








Long Tailed Shrike 
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locks of rare migratory birds such as these bar-headed geese 


reaches of the hills in Kerala. On the other side of the 
hills, in the city of Bangalore, bird-watching is quickly 
catching on—the latest hotspot being close to IIM- 
Bangalore off Bannerghatta Road. 

Across the border in Chennai, twitching is an 
established passion. The Guindy National Park, the 
Nanmangalam Reserve Forest in Medavakkam, the 
Indian Institute of Technology arr) in 
Guindy, the Central Polytechnic, 
the Matscience Institute on the Canal 
Bank Road in Taramani, the Adyar 
Estuary, the Theosophical Society 
in Adyar, the Simpson Industrial 
Estate in Sembium, the Madras 
Christian College in Tambaram, the 
Manali and Madhavaram jheels, and 
the Velachery marsh are excellent 
bird habitats where the twichers of 
Chennai flock together. At 1T, one 
can see large groups of open-billed 
storks, black-winged stilts and other 
wader species. 

At the other port metropolis of 
Mumbai, one can see greater flamin- 
goes in Bombay Harbour. The 15- 
acre Sewri Mangrove Park is now 
home to a few thousand flamingoes, 
red shanks and pied avocets, among 
others. If one ventures a bit further, 
the Borivali National Park is also a 
superb bird habitat and home to 
over 250 species. India is a bird 
watchers’ paradise, and if you are 
interested in joining the tribe, you 
could look up some of these books— 
A Birdwatchers’ Guide to India, 
Pocket Guide to the Birds of the 
Indian Subcontinent and A Field 
Guide to the Birds of India. The fol- 
lowing websites will give you a headstart—1www.del- 
hibird.org, www.orientalbirdclub.org, www.- 
kolkatabirds.com, www.birdskerala.com, www.indi- 
abirds.com and www.bnhs.org. 
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ONE-SIDED EXERCISES 


COMMON OBJECTIVE OF WEIGHT-TRAINING AND CARDIOVASCULAR 
A is to get a well-proportioned, symmetrically balanced 

body. Still, as many fitness enthusiasts discover, sometimes 
things can go awry. It is not unusual to find right-handed people develop 
stronger and bigger muscles on the right side of their bodies compared 
to the left. A reader, Rajneesh Kumar, writes about how weight- 
training appears to have made the biceps, triceps and pectorals of the 
right side of his body more developed than those on the left, and won- 
ders whether he can set things straight. Of course he can, but before solv- 
ing his problem, let's quickly see why this happens to many of us. 

Most of us aren't ambidextrous and are either right-handed (most 
of us are) or left-handed (some of us are). This usually means that the 
right (or left) hand performs more actions or movements in the course 
of everyday living. As a consequence, the muscles on one arm or side 
of the body get more developed. It is possible that the imbalance can 
get more pronounced with weight-training because one arm is able to 
perform better during exercise than the other. For instance, while bench- 
pressing a barbell, many right-handed people feel they are lifting the bar 
predominantly with their right arms, while the left assists in bringing 
up the slack. Ditto for barbell biceps curls or triceps exercises where both 
arms are used together—like the triceps pull-down. 

One solution is to temporarily stop doing exercises that require sim- 
ultaneous and similar use of both arms and go in for isolateral (or one- 
sided) exercises. For instance, instead of barbell bench presses, go in for 
bench presses using a dumb-bell in each hand. Also, you could alternate 
the movements of each arm; instead of pressing both dumb-bells 
upwards together, push each arm separately, alternating between the 
two. Likewise, instead of barbell arm curls for your biceps, do dumb- 
bell curls. For good measure, do two or three more repetitions for your 
weaker arm to induce the muscles on that side to develop stronger. 


Tip of the fortnight: 
Here’s a quick-fix rem- 
edy for shin pain, an 
affliction that many 
runners (particularly 
those who run on hard 
surfaces) can experi- 
ence. Stand on a step 
with your heels on the 
edge of the step (a block of wood or a brick will do as well). Now, point 
your toes down and feel the stretch along the front of your leg. Doa 
couple of 10-rep sets. Follow it up by soaking your legs in a bucket or 
tub of hot water. If, however, your shin pain is unbearable or it persists, 


go see an orthopaedist. It could be more serious than just stress. 
MUSCLES MANI 





Write to musclesmani@intoday,com 
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Shopkeeper’s Package Polic 
Overseas Travel Care Policy > 
Personal Accident Policy 
Commercial Care Policy 


Office Package Policy 


industry Care Policy a and many more. | 


Reliance 
General Insurance 
Company Limited 








Registered Office : Maker Chambers IV, 3rd Floor, 222, Nariman Point, Mumbai 
Corporate Office : N.K.M. International House, 178, Backbay Reclamation, Mum 
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VIVAN MEHRA 








INCE APRIL LAST YEAR, PROMOD HAQUE, MANAGING PARTNER OF PALO ALTO, CALIFORNIA-BASED NORWEST VENTURE 

Partners, has been flying into India once every two months. So do other vcs; what’s special about Haque? you 
ask. For one, the 55-year-old Haque is no ordinary vc. He is the #1 vc in the world (according to Forbes), having 
wrested that title recently from compatriot, Vinod Khosla of Kleiner Perkins Caufield & Byers. For another, Haque 
isn’t betting his chips on plain vanilla rr services companies and feeling good about it. Instead, he’s going against 
the trend and investing in IT start-ups that are headquartered in the us, but do bleeding-edge product 
development in India. “The least desirable way is to outsource; the most desirable is to have a 100 per cent subsi- 
diary here in India where you can have your own people,” says Haque, whose last visit in January this year went 
almost unnoticed. But those who met him saw him raving about his latest investment—a company called veveo.tv. 
What’s hot about it? According to Haque, it’s ushering in the next big revolution in television by turning view- 
ers into producers—just like bloggers on the internet. We'll wait for that. 


"ES Doing A Zyman 
|n a I ONE LESSON THAT SHRIPAD NADKARNI (BOTTOM 
right) seems to have learnt well at Coca-Cola India: 
how to go from a successful marketer to a marketing 
guru. Seven years ago, Coke's legendary head of mar- 
keting Sergio Zyman did just that. Earlier this month, 
it was Nadkarni's turn to follow suit. Hitherto Vice 
President of marketing at Coke, the 43-year-old quit 
to set up his own strategic marketing consultancy. “I 
had been thinking about it for some time, and thought 
d 1 the time was right now,” says Nadkarni. Joining him 
B in the venture will be Sharda Agarwal, 36, Coca- 
Flag Not [177 Cola India’s Director (Marketing), who interestingly 
enough not only studied at IM-Bangalore like Nadkarni, 
AS A POTENTIAL PEPSICO CEO, INDIRA NOOYTI'S VISITS | but also worked at Johnson & Johnson (like him) 
to India are usually high-profile events. But her | before joining Coke. Whether doing a Zyman will get 
latest visit earlier this month was very, very low | a Zyman, though, remains to be seen. 

key. Nooyi, President of PepsiCo, did not even visit 
the Gurgaon headquarters of the cola giant's India 
subsidiary. Instead, the Chennai-bred lady, part of a 
35-strong NRI group on foreign investment in India, 
met the finance minister to share her thoughts. We 
hear Nooyi and her group made some bold recom- 
mendations. This is one one-upmanship that her 

rivals at Coke will be hard-pressed to beat. 
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_ GSM Czar 


AY EL MOBILE PHONE CUSTOMERS MAY FRET ABOUT 

call drops and poor signal, but that hasn’t stopped 
Sunil Bharti Mittal’s GsM-based cellular empire from 
becoming bigger and bigger, Recently, Airtel reached 
a new landmark by roping in the 10-millionth customer, 
And now, Mittal has become the first Indian to earn a 
place on the board of directors of the GsM Association, 
an industry body that represents more than 670 mobile 
operators world over who use the GsM technology (as 
against CDMA of Reliance Infocomm and Tata 
Teleservices). Mittal, just 47 years old, has long been 
the face of the GsM lobby in India. Without doubt, his 
elevation to the global Gsm body will add to his clout 
in India. That’s just as well. As reported elsewhere in 
this issue, the GSM and CDMA camps are fighting a 

1 bitter battle for spectrum to offer third-generation 

Y mobile services. At stake is the future growth of the two 
different telecom technologies. More than ever, Mittal 
may be expected to lead the GsM charge. 


A Legacy To Remember 


Г, WAS А RARE AND TOUCHING MOMENT, EIGHTY-THREE- 
year-old Basant Kumar Birla presenting the first 
copy of the book, Not Allowed To Cry by Ingrid 
Albuquerque, to his great grandson, Aryaman Vikram 
Birla. What brought the two Birlas together publicly? 
The subject of the book is BK's late son, Aditya Vikram 
Birla, and his fortitude and courage in the face of deb- 
" ilitating cancer. Therefore, it was only befitting that BK 
should personally hand over a copy of the inspiring story 
to a young scion—just like G.D. Birla passed on a 
chunk of the group's legacy to his favourite grandson, 
Aditya Birla. The young Aryaman may not have known 
his grandfather. But thanks to the great grandfather, he 
now has an opportunity to learn more about him. 
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T’S NOT SURPRISING THAT BRITANNIA’S 
Ко Nikhil Sen left just 10 days 
after Vinita Bali took over as the 
CEO. What is? The fact that Sen 
stayed on for more than a year 
after his mentor Sunil Kumar 
Alagh was ousted in a very public 
management fight at the cookie 
major. Where is the 45-year-old 
Sen, who joined Britannia as a 
management trainee way back 
in 1980, headed? Nobody knows 
for sure, but Sen, who is cre- 
dited with several marketing 
successes, including the 
launch of low-priced Tiger biscuits, 
is said to be weighing a couple of 
options. One is to join a leading 
FMCG company (possibly пс, a little _ f 
bird tells Br) and the other is to set j 
up his own consulting firm. Then, v 
there's always the Art of Living à 
Foundation of Sri Sri Ravi Shan- 


kar that counts Sen among its 2 P 
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Express Yourself 





elieve In Winning 


GOPAL MADNANI, Country Manager, SSA Global (India) 


EADERSHIP IS ABOUT BALANCING THI 

interests of all—customers, employees 

and shareholders—with integrity and 
commitment. If any one of these is “out of 
balance”, the organisation’s effectiveness is 
compromised. For example, customer satis- 
faction is important but not at the cost of the 
other two competing interests. 

Leadership is primarily about being peo- 
ple-centric, providing them with the 
required resources—tangible and intangi- 
ble—and enabling others to perform. It’s 
about treating people as equals and with 
respect. It is equally important to find the 
balance between delegation and empower- 
ment on one hand and abdication on the 
other. One has to roll up one's sleeves and 
participate in solving others problems on 


A good leader must get a team to think 
like a unit and provide some guiding prin 
ciples on dealing with organisational chal 
lenges. When people have conflicting views 
about alternatives, it's about falling back 
on such guiding principles to choose rl 
way forward. It's about making people teel 
that they can criticise and provide feedback 
without any fear of retribution. 

Last but not the least, key activities 
leader must engage in is to serve his custo 


mers to the best of his abilities and manage 
external relationships well. Dealing 

the stresses and strains of busines: 

porate life, and simultaneoi nai 

a calm and positive attitude at all tii 


another important attribute a lead 
have. It's important to remem 


occasions and leave them completely alone you think you are beaten, you à 
at other times. Mentoring and coaching dominantly, victories don't alw: 0 tO 
should be done not by sermons but by the faster or stronger man, but t on 


For further details call 
«Ahmedabad: 9898012345 * В 
9845012345 
*Cochir 9895 
9894012345 
*Hyderabad 
9829012345 
*Lucknow: 9935054321 
9815012345 ‘Mumbai: 9892012345 
*Pune: 9890012345 





working in real situations. who believes in winning. @ 
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IBM recommends Microsoft Windows’ XP Professional for Business. 





MOBILE 
TECHNOLOGY 


IBM ThinkPad T42 notebook 
(Part No. 2373K1A) 


IBM Rescue and Recovery" 
- Push-ot-a-button data backup and recovery 
Access IBM 
-IBM help at your fingertips 
IBM Active Protection System 
- instant data protection when you're on the road 
IBM Embedded Security Subsystem’ 
Most secure protection for your data 
IBM Access Connections Software 
- Switch between wired and wireless environments 
with ease 
System Migration Assistant 
Migrate data from old PCs to new IBM PCs with 
reduced downtime 


Distinctive 


IBM Innovations 





Intel" Centrino" Mobile Technology 

Inte!" Pentium® M Processor 17 GHz 

٠ Н ; Inte!" PRO/Wireless Network Connection 802 116/9 
Protect your data against accidents when youre Microsoft* Windows® XP Professional 
; - : ‘ , ; 12 MB RAM 
on the road. Accidents definitely do happen. Especially when you're working wirelessly. - 0 GB HDD 
ЕЕЕ З è Р 32 MB ATI Radeon 7500 

Which is why you should have an IBM ThinkPad notebook. Select ThinkPad notebooks are DVD-CD/RW Combo drive 
Intel 802.11 b/g wireless (MPCI) 
Bluetooth/Modem (CDC) 


гіне 
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the only PCs designed to sense а fall and, within 500 milliseconds, park the hard drives read/ 


write head. Kind of like an airbag for your data. The IBM ThinkPad with Intel" Centrino™ Mobile 1 GB Ethernet (LOM) 
UltraNAV 
Technology gives wireless users the confidence to tackle almost anything — networking, Secure Chip 
i : | X Integrated biometric fingerprint scanner 
presentations, even the occasional meeting with the pavement. And go from 6-cell Li-lon Battery 


358 cms (14 inches) TFT monitor 


"Oh no!” to “Thank goodness.’ in less than a second. 3 year customer cary-in limited hardware 


Rs. 1,24,900/-* 


Active Protection System. 
Only on a ThinkPad. 


Price 


Call 1600 443333 or visit ibm.com/in/tpdecision = <= = 
to buy direct, locate an IBM reseller or for more information. = 


ам ThinkPad, ThinkCentre and ThinkVantage are trademarks or registered trademarks. of Internabona! Business Machines Corporation in the US and/or other countries Other company product or service names may be trademarks or Service marks of their respective owners, 
Merosoft and Windows are registered trademarks of Microsoft Corporation Certam Мк rosoft' software productis) metuded with this computer may use technological measures for copy protection IN SUI NT YOU WILL NOT BE ABLE TO USE THE PRODUCT IF YOU DO NOT 
FULLY COMPLY WITH THE PRODUCT ACTIVATION PROCEDURES Product actwation procedures and Microsoft's privacy policy wil be detaded dunng initia launch. of the product. or upon certam reistalla 5 of the computer and 
may be completed by internet or telephone (tof charges may apply) "Esum ated street price Sales tax and other leves extra. Visual used is only representative of the actual product. ‘Free downioad/preload Avadab 
neins movies. intal Intel innn intel incite intei Inside loan. Inte! Centrino, Intel Centrino logo, Celeron. Intel Xeon, Intel SpeedStep. Itanium and Penbum are trademarks or registered trademarks of Intel Corporation or its 









or the software productis) or reconfigurati 
lect models only Otter pnces subyect to change without 
ubsidianes in the United States and other countnes. 
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INDIAN PHARMAS 
> MID-LIFE 


CRISIS 





Dr Reddy’s Q3 net profit down 93% 
Ranbaxy’s Q4 net profit down 30% 
Indian pharma needs a big pick-me-up. Is one coming? 








ily, the Ford Fusion is like a vehicle made to order. It will be game for anything you have 
unning wild in a sanctuary, fishing at a river side, or even taking your kid's basketball 


е 2а. Whatever the challenge, only one word will come to mind in a Ford Fusion. Karega! 


um 1.6 L Duratec DOHC engine * 101 PS * 146 NM * Up to 1175 L luggage space • Tilt steering * In-dash CD player 


7 wheels & wide tyres (195/60) * Power adjusted mirrors • Engine immobiliser « Remote entry with auto re-locking 
ja , А 5 43 mU pue "gw more Ni AL pal @ тч ium m'y vt "y 
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4 : 2560732/34, 2561370-72. * AMRITSAR: Bhagat Ford 2701563/64. * AURANGABAD: Wasan Ford : 2360477/88, + BANGALORE: Cauvery Ford : 56997160, 98450 72765, 98451 72044 
WS Ford : 2326060-62. + CHANDIGARH: Bhagat Ford 5078354-56/58. Saluja Ford : 5012121. * CHENNAI Chennai Ford : 23791100-06. MPL Ford : 24337520-23. * COIMBATORE 
Fortune Ford : 23322340 * INDORE: Distinct Ford · 2529212-14 * JAIPUR: K.S. Ford : 5114190, 2374825. * JALANDHAR: Bhagat Ford : 5079321-29. + JAMMU: Jammu Ford : 2552977 
Talera Ford : 2656838/39. + KOLKATA: Ganges Ford : 22851005-8. * KOTTAYAM: Kairali Ford : 2304986/87. + LUCKNOW: Narain Ford : 2621176, 9415024855. * LUDHIANA: Bhagat Ford 
ord : 25290275-81. Wasan Ford : 25893636. • NAGPUR: Aditya Ford : 2528852/67, 3095222. • NASIK: Wasan Ford : 2590833, 2590823-27. • NELLORE : Chennai Ford : 0861-2344461 / 62 
1502333-36. Samara Ford (Lajpat Nagar) : 51006222-25. South City Ford (Main Mathurra Road) : 55632010-13. South City Ford (Noida) 2547850/51/53. * MANGALORE: Cauvery Ford 
Раџа Road) : 25443960. Talera Ford : 401 1515/3192-95, e RAJKOT: Niki Ford : 287273, 287574, 3118424, * SALEM: Chennai Ford ; 2448210/186. * SECUNDERABAD: Sundaram Ford 
* YAMUNA NAGAR: Pearl Ford : 236781/82 


ARA: Amin Ford : 2772999, 2772818. * VIJAYAWADA: Sundaram Ford 2485516, 2485536. * VISAKHAPATNAM: Sundaram Ford : 2557300 
IWT.7858.2005 


For an active {ат 
in mind. Be it f 


team for a pi 





* All alumini 
More ground clearance The flexi-seating allows The fusion is wider and * Large ! 

than some SUVs. Tough enough for amazing seating and storing taller than conventional cars. Fo 

to go anywhere, do anything. options. Carry almost anything 8 better view and 








more space 


AUTHORISED FORD DEALERS: AGRA: Prem Ford 2158509, 2520427. * AHMEDABAD: Niki Ford : 26927401-5, 30911610 12. Oceanic Ford : 25601777/2777/3777. * ALI 
Metro Ford : 25588354, 25320388, 25594254. • BHATINDA Bhagat Ford : 2241183-84. + BHOPAL Sai Ford : 2557387/89. * BHUBANESHWAR Capital Ford : 2563747-49 
Rajshree Ford : 2579182, 2579213. • GOA Caculo Ford : 5641307-9. • GUWAHATI: TI Ford : 2660724, 2660745. * HUBLI: Metro Ford 2225942. + HYDERABAD: Sundaram Ford 11970 
2504746. * JAMSHEDPUR: Jayashree Ford : 2409164-65. • JODHPUR O.S. Ford : 2745205 / 4066. • КАЗМА. Pear! Ford : 2221705-07 l: Kairali Ford : 2559650, 2551310. + KOHLAPUR 
2651012-14, 5013646-50. * MADURAI Akshaya Ford : 2385990, 5354614-16. « MOHALI: Saluja Ford : 5096661. + MUMBAI Shakti Ford : 2 3510-13. Shaman Ford : 24228282 / 8383. Wasan P 
* NEPAL: Dugar Ford : 00-977-1-4468323, 4476521 • NEW DELHI-NCR: Harpreet Ford (Najafgarh Road) : 51427000-07 Harpreet Ford (Gurgaon) : 510 1111. Samara Ford (Conna jght Place) : S 
2450083/85. • PATIALA: Bhagat Ford 2208633, 2210334, 2218612. * PONDICHERRY : MPL Ford 2203695 / 2205737. + PUNE: Planet Ford (Bibwewadi Corner) : z Planet Ford 
27535056, 27536216. * SURAT: Amin Ford 2253239/59. TRICHY Rockcity Ford : 2483481. + TRIVANDRUM Kairali Ford : 2 724/1564. * UDAIPUR: K.S. Ford 526996. + VADOL 


Features may vary with variants 
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Today's businesses demand round the clock connectivity, no matter where you are or which time zone you are ir 
Precisely why, your IP Telephony solution needs rich multi-modal capabilities and control 
So that your end-users can connect from anywhere, as per preferences and availability, using modes and devices the 

are most convenient to them. This in turn enables access to any part of the business process, over any network 

In short, enterprise wide mobility. 


As your business and network grows, it must give you the flexibility to create and deliver your own applications. Thank 
to the power of converged communication, today, all this is possible. Now you can integrate communication an 
business applications, backed by Avaya GlobalConnect. Smoothly, effectively, securely. So while your competit 
derives mere cost efficiencies from proprietory converged networks, you could be miles ahead reaping the benefi: 
of converged communication. Guaranteeing you an edge over competition. 


converged solutions | contact center solutions customer service 
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TO INDIA'S NO.1 ENTERPRISE COMMUNICATION COMPANY 


www.avayaglobalconnect.conm 


ore information, contact Anju Williams at +91-124-5093317 or 491 98106-04222 or e-mail: anju.williams@avaya j'obalconnect.co 
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From The Editor 


LL AVID FOLLOWERS OF THE STOCK MARKET WOULD 

know by now that pharma is considered a big part 

of India’s globalisation story, next only to IT ser- 
vices. With good reason. More than three decades of 
reverse engineering have helped a handful of companies 
move into lucrative generics markets in the Us, Europe and 
Latin America. The more progressive of them, such as 
Ranbaxy and Dr. Reddy’s, have even managed to crack 
the market for new drugs, although few take them to mar- 
ket on their own, instead preferring to license them out 
to Big Pharma for expensive and long-drawn clinical 
trials. But the day may not be too far when a Made- 
in-India drug becomes an international blockbuster. 

At the moment, though, Indian pharma seems to be 
at the crossroads. Results of past several quarters show 
that operating profit margins of pharma companies (at 
least, of the 90 in the BT sample) are under pressure. R&D, 
marketing and legal costs are going up, even as retail 
prices are falling. But it's not just one quarter results or the 
change in patents regime that 
prompted our cover. Rather, we are 
using the opportunity to look at 
Indian pharma's long haul. As more 
players chase global markets, they 
will increasingly have to deal with a 
host of issues they haven't had to 
thus far. Intellectual property rights 
(IPR) is one, regulatory issues is ano- rie E 
ther, and then there's the commer. "79 
cial risk of selling in regulated markets. Even a giant like 
Merck (of ill-fated Vioxx) isn't immune to such risks. 

What do we have to report on the industry's long-term 
prospects? Surprisingly, the top Indian drug makers stand 
a fair chance of thriving globally. Not only do they enjoy 
the dual advantage of low-cost R&D and manufacturing, 
but more importantly the biggest are vertically integ- 
rated, doing everything from research to manufacture of 
bulk and formulations to marketing. Says Deputy Editor 
R. Sridharan, who put together the story: *A shakeout 
looks inevitable but the big companies will only get bigger 
and better." We know at least what Ranbaxy's Brian 
Tempest is gunning for: $5 billion in revenues by 2012. 

Meanwhile, last fortnight, Procter & Gamble and 
Gillette announced a $57-billion merger deal, creating 
many ripples in the marketing world. Warren Buffet, the 
legendary investor and Gillette's largest shareholder, 
calls it *a dream deal" and as we all know, he is not easily 
given to hyperbole. But what does the merger between the 
two Us marketing giants mean for their offspring in 
India, where P&G operates through two entities (one is 
unlisted) and Gillette a subsidiary that has miles to go in 
terms of market penetration? In Boy Meets Girl (page 82), 
Special Correspondent Abir Pal pieces together the future 
scenario for the merged entity in India. 
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we deliver. 


IDEB - Pioneering the Design Build concept in India. 


We are your Single Point Contact from concept to completion. 


IDEB- The force within: 
@ Highly qualified architects @ Over 180 dedicated engineers @ 3,500 strong workforce 
€ Over 34,00,000 sq. ft. of Design & Build space under execution 
@ In-house Ready Mix Concrete facilities at multiple locations across the country 
€ Largest formwork manufacturer in South India ө Proven track record 


Associate companies: For further details contact: 





N Gi aema 4? IDEB кет pm 
: ompany 


Head Office : IDEB Chambers, No. 225, 1" 'C' Cross, 18" Main, HAL 2™ Stage, Indiranagar, Bangalore - 560 008. 
Tel: 080-25277136 / 261 / 262 / 263. Fax : 080-25269140 e-mail : idebcon@idebinc.com www.idebinc.com 
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Apropos your cover story Five 
Reasons The Sensex Will Touch 
7,500 (вт, February 13, 2005), all 
the five reasons are convincing and 
have been derived from 
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in the industry. The 
market is negotiating a 
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course of self-adjustment and con- 
solidation. This in turn lends steadi- 
ness to the market helping it to amble 
ahead with poise and balance. 

|. RAJASEKHAR, through e-mail 


Apropos your cover story Five 
Reasons The Sensex Will Still Touch 
7,500 (Br, February 13, 2005), 
Indians are truly consuming more. 
However, consumers in many parts 
of our country are unable to spend 
owing to law and order problems. 
This latent purchasing power can be 
realised by creating a conducive 
environment. If this can be achieved, 
your predicted figure of the Sensex, 
in hindsight, will seem very modest. 

JAGMOHAN RATHI, through e-mail 


Tied Wings 

This refers to your story Indian 
Aviation's Take Off (BT, February 
13, 2005). Investment and profes- 
sional management is needed to keep 
the aviation industry afloat. Even 
though private carriers might begin 
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with a bang, they will surely end in a 
whimper unless they maintain high 
standards, keep their margins low 
and face the competition head on. 
D.B.N. MURTHY, through e-mail 


This refers to your story Indian 
Aviation’s Take off (BT, February 
13, 2005). The new open skies 
policy comes with conditions. Firstly, 
the system operates bilaterally and 
not multilaterally. Secondly, how 
many Indian cities can become global 
airline shops depends on the state of 
their airports, which show varying 
degrees of awfulness. Thirdly, the 


Indian players must increase their 
capacity. But in the immediate 
future, foreign airlines are likely to 
dominate, and if the ‘imbalance’ 
continues, there may be domestic 
pressure to close the skies yet again. 

ANIL KR. PANDIT, through e-mail 


Size Doesn’t Matter 
This refers to your article When 
Small Is Not Beautiful (BT, February 
13, 2005). If size and reputation 
has given the top four IT giants a 
lead in the begining, small firms 
have flexibility and nimbleness on 
their side. As for growth rate, com- 
panies like Sonata and KPIT have 
outperformed the big four in per- 
centage terms. So, while size is about 
the past performance of a company, 
the future can always be different. 
К. RAMAPATHI RAO, through e-mail 


A Good Sign 
Apropos your story Family Values 
(вт, January 30, 2005), I see an 
imminent Reliance breakup as a 
good sign. As destruction embeds 
the seeds of regeneration, large 
conglomerates should disintegrate 
over a period of time in order to 
transform themselves into a cluster 
of new ventures or enterprises. 
UTTAM BORKATAKI, through e-mail 
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‘A Mad Mad Mad World , 


ZADI SQUARE HUMOUR IN THE REPUBLIC OF IRAN'S 

capital, Teheran, has been growing edgy. "Sure, 

we want free trade," an American might hear, 
“You give us ‘shah’, we give you 'shaamat""—the Persian 
word that's now in global use as ‘checkmate’. 

Meanwhile, the Us and Iran are freely trading accu- 
sations and threats in varying degrees of subtlety. Nuke 
rattling, if that’s what it is, is not what it used to be. This 
follows George W. Bush's 44-ovation State of The Union 
speech that sought, while deftly avoiding slip-ups of the 
‘crusade’ kind, to shape a new policy that calls for 
remaking the world in its own image. America’s secu- 
rity, henceforth, would depend on the worldwide 
imposition of its own ideal of ‘liberty’ (to which France 
once gifted America a huge statue, before it was sym- 
bolically dwarfed by Uncle Sam’s looming, presence). 

Ironic. That’s the word that strikes any world- 
watcher who watched Afghanistan get bombed 
(though not back to the stone age), Palestine 
get walled (though not yet in the most 
incendiary part) and Iraq get shocked ^ d 
(though not into awe) by the brute 
force of electorally ensconced power, 
post-9/11, Only some of it was on 2 
TV, though. Much of the rest was = 
too horrific to be seen. ea 

Sufferers of such horror need toZ 
vote in the safety of secrecy. And vote, 
many of them did—not willing, perhaps, 
to shirk responsibility for their fate by 
passing the job along, upwards. 

That was pragmatism, plain and simple. 
Drawing conclusions from the elections about popu- 
lar approval of the us policy would be distortion of 
fact to fit American fancy—as in the lead-up to the 
Iraq misadventure. The irony is the impunity with 
which the same wrenches appear to be at work 
against that tract of dissent between Afghanistan and 
Iraq: Iran. “As you stand for your own liberty,” 
postures Bush, “America stands with you.” 

‘America stands...'? The Us makes no mention of 
the extent to which its policy actually represents 
the collective will of the people (a term that includes 
minorities), given the disgraceful flaws in its electoral 
system, rule-of-law vigilance, public risk awareness 
and information availability (even the Mongols 
learnt faster, joke Baghdadis). This blunts the appeal 
of the Uncle Sam brand of democracy, with its exal- 
ted concentration of firepower, every bit as much as 
the lurid tales of prison torture. 
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Nor does the Us seem keen on dialogue. This is bad 
news. It deprives the rest of the world of a chance to 
hear America's response to questions that need urgent 
answering. Is enforcing a West-designed apparatus of 
democracy, for instance, any smarter an effort than 
enforcing a West-designed dress code? 

Speaking of dress codes, what makes the Us so 
sure about how much sexuality in the public domain is 
self-evidently good? 

That’s easy, retort liberals—sporting lycra leos are 
a matter of individual right, not to be denied so long as 
no one else’s rights are denied; the real blasphemy here 
is in turning individuals into facelessly covered com- 
modities (and thus vulnerable to abuse). 

Ah, but there’s an alternate viewpoint too, one 
that rarely gets taken seriously anywhere under Western 
dominance. The cultish celebration of ‘hot bods’ could 

re-order society into an arbitrary hierarchy of ‘sexi- 
ness’ that meddles with people’s self-esteem, 
weakens the cause of sexual equity and 
= hobbles the collective pursuit of happi- 
ness. So, the refusal to fit the Barbie 
mould might just be a matter of prin- 
cipled ambition rather than blind resis- 
tance to the West. And it’s not a silly 
issue, given the heat that it generates 
across the world. Natural selection is 
not an easy thing at all, and needs open 
minds to discuss it—on both sides. 
The good news is that a mutual enga- 
gement of minds is not out of the question. 
Creditably, some of the White House’s speeches have 
been inclusive and flexible enough not to alienate too 
many people much further. The cross-section of 
opinion at home is not entirely being ignored. 
Likewise, some of Iran’s responses to American 
posturing have been a combination of restraint and 
resolve. The rest of the world’s opinion is of even 
more importance to the smaller republic. 

That gives hope for a sustained dialogue. Not 
one of the mighty and the threatened, but one of 
liberty and peace. No prejudging the other. As a 
start, Iran must not paint horns on Uncle Sam’s head, 
knowing full well the ill effects of such noxious 
imagery. There’s danger in people getting the wrong 
idea. The Us must not armtwist Iran by the skimpy 
authority of the bikini test, if the latter shows the 
remotest desire to keep its curves wrapped up in a 
bewildering assortment of layers and folds. There's 
danger in people lacking respect for others. 
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То India's communist parties, 
Budget 2005 could be an 
Opportunity to prove to the 
World, and to themselves, that 
they are still a force to reckon 
With. BY ASHISH GUPTA 





HE WISH LIST, WHEN IT FINALLY REACHED 
him on the afternoon of February 1, did 
not take India's Finance Minister 
P. Chidambaram by surprise. Finance 
ministers are accustomed to receiving such lists in the 
run-up to the last day of February, when the 
Union Budget, a statement of the government's 
accounts and a document announcing its eco- 
nomic policies, is presented. This wish list came 
from the communist parties that, with their 63 
members, support the ruling United Progressive 
Alliance (UPA) government from without. 
Newspapers and television channels had some- 
how got wind of the list, down to the last detail, a 
day earlier, so, chances are, Chidambaram knew the 
exact nature of the demands well before meeting 
with the leaders of the Communist Party of India 
(Marxist), Communist Party of India, Revolutionary 
Socialist Party, and Forward Bloc. 
Thus far, the reform-minded FM has had his 
"way. He has managed to convince, cajole or 
М ignore the communists. When all else 
has failed, his equally reform- 
minded boss, India's Prime 
Minister, Manmohan Singh has 
stepped in. Why, the UPA has even been 
willing to barter sops for reforms, agreeing 
to raise the interest rate on employees provident 
fund (EPF) from 8.5 per cent to 9.5 per cent in 
return for being allowed to raise the ceiling on 
foreign direct investment (FDI) in the telecommuni- 
cations sector from 49 per cent to 74 per cent. 


RAJAT BARAN 
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WHAT THE REDS WANT 


ш Increase of Rs 50,000 crore in Central Plan outlay to meet commitments 
made in the Common Minimum Programme 









m Additional allocation of Rs 20,000 crore for employment generation 
programme and Rs 8,000 crore each for education and health 








m Allocation for agriculture, irrigation and rural infrastructure to be 
increased to Rs 14,000 crore 








m Raise money through deficit financing; Fiscal Responsibility and Budget 
Management (FRBM) Act be damned 


ш Raise money by increasing tax revenues; increase the tax-GDP 
ratio by 1.5 per cent; reduce defence spending 














m Scrap idea of a special fund from disinvestment proceeds that will 
power social sector investments 












m Reintroduce capital gains tax; impose ad valorem tax on all 
foreign exchange outflows; ban foreign entities from holding 
rupee-denominated sovereign debt 









m Focus on rural credit; recapitalise co-operative banks; create an 
agri-risk fund; introduce variable tariffs on agri-produce to protect 
domestic producers; issue food coupons 






m Review customs and excise duties to ensure that intermediate goods 
are not taxed more than finished ones; restructure tariffs on 
petroleum products 










m Protect domestic power equipment makers like BHEL by not bringing 
down the eligibility for duty-free imports from 1,000 MW to 250 MW. 
Review provision for 1,000 MW ones too 






m Eschew divesting stake in profitable PSUs; discuss mergers of 
nationalised banks with unions; scrap idea of increasing ceiling on 
FDI in Indian private banks to 74 per cent 






Some of the demands are grounded in original logic—did you, cons- 
tant reader, know that deficit financing is a better way to fund social 
sector initiatives than using funds from the divestment of the govern- 
ment's stake in profitable public sector companies because the former 
involves "interest payments by the government in the future against a 
one-time borrowing”, while the latter does trading off “future streams 
of income from dividends against a one-time receipt from the sale"— 
but Chidambaram may still be unable to brush them off; there's no 
telling how the communists, having made their stand clear, will react 
if things do not go their way. The communists, meanwhile, are caught 
in a trap of their own making: their repeated capitulation over the past 
few months, largely driven by their desire to keep the Congress’ 
traditional rival, the Bharatiya Janata Party out of power, has caused 
the world to see them as paper tigers. The question is, should 
Chidambaram ignore their demands, will they roar? 
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T SEEMS ONLY APT THAT QUALIS, A 
box-on-wheels introduced by 
Toyota Kirloskar Motor Limited in 
India in January 2000—the com- 
pany's first offering in the Indian 
market, it was influenced by Kijang, 
a similar vehicle parent Toyota sold 
in Indonesia—should go out on a 
high. In December, TKML sold 
4,092 units of Qualis, the highest 
in any month. All told, the company 
sold 140,000 units of the multi-utility 
vehicle (MUV) before deciding that 
the market was ready for an 
upgrade, Innova, coincidentally, a 
larger, more competitively priced, 
better looking car the parent sells in 
Indonesia. In five years, Qualis 
became the preferred car of subur- 
banites with large families (including 
pets in some cases), US-returned 
techies who preferred its under- 
statedness to the flashiness of an 
SUV, and taxi operators attached to 
call centres (their disregard for 
human lives, within and without the 
vehicle, has given birth to the term 
Killer Qualis). And it helped TKML 
understand the Indian car market. 
Not surprisingly, the buzz is that 
TKML is considering the launch of 
Toyota subsidiary Daihatsu's Mira, a 
small car. The box has done its job. 
VENKATESHA BABU 
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The communists are caught in a trap of their own making: their capitulation on 
matters economic has caused the world to see them as paper tigers 
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The 74 Per Cent Solution 


The government finally allows 74 per cent FDI in telecommunications, It is all it was made 


out to be, and more. BY SAHAD P.V. 


Cy: FEBRUARY 1, THE GOVERNMENT DECIDED TO RAISE 
the ceiling on foreign direct investment (FDI) in 
telecommunications from 49 per cent to 74 per cent. 
On the same day, private equity firm Warburg Pincus 
sold a 3.2 per cent stake in Bharti Tele-Ventures for 
$306 million (Rs 1,346.4 crore). It is unlikely the two 
events are related (although one can never tell with such 
things), but both have a bearing on the Indian telecom 
market. The first tells the world that there are investing 
opportunities in the Indian telecom business. The 
second shows the world that profitable exits are possible 
in it. The government's (this one and last's) we-will- 
we-will-we-will approach to increasing the ceiling on FDI 
in telecom to 74 per cent was accompanied by a rash of 
hype from those who supported the move on its 
benefits—ultimately, the lofty one of hel- 
ping India’s teledensity rise by 
making the big-ticket pp 
investments 
required—and an 
equal volume of 
hysteria about 
its ills (mostly 
misplaced). The . 
truth is, the 74 
per cent thingamajig 
is all it was hyped to 
be, and more. “Increa- 
sed foreign capital will 
provide the Indian 
telecom industry the 
much-needed impetus to 
deliver on the ambitious 
target of reaching bet- | 
ween 200 million and 250 ^ 
million. subscribers over 
the next three years," says , 
Rajan Bharti Mittal, Joint 
Managing Director, Bharti ` 
Tele-Ventures. 

The biggest beneficiaries 
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are companies where foreign investors are looking to 
increase their stake: Bharti Tele-Ventures (foreign 
investors hold a 47.84 per cent stake in it), Hutch 
(42.34 per cent), and Idea Cellular. Singapore 
Technologies Telemedia and TM International are already 
contemplating buying more shares in Idea Cellular in 
which they hold a 47 per cent stake. This also means the 
Tata Group, which is betting on CDMA (Tata Indicom), 
can get a better price for its 24.7 per cent stake in Idea 
(a GSM player) when it chooses to exit. Aircel—Russian 
conglomerate Sistema and Idea are in the fray for this 
company—which operates in Chennai and Tamil 
Nadu, is already in sell-out mode. Significantly, the rais- 
ing of the FDI ceiling comes at a time when the 
government has allowed intracircle 
mergers (a telco operating 
in a certain area 
is free to acquire 
another opera- 
ting in the same 
area). And it will, 
“ says Kobita Desai, 
Principal Analyst, 
Telecom, Gartner 
` India, help create an 
environment conducive 
to growth and consoli- 
dation. Indeed, the indus- 
try is thrilled enough for 
Т.У. Ramachandran, 
Director General, Cellular 
Operators Association 
of India, to dismiss the 
| government's rider about 
Е all senior executives of 
telcos being Indian citi- 
= zens as a non-issue. This 
writer wonders whether a 
oreign telco with a 74 per 
` cent stake in an Indian one 
would feel the same way. 
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The new Moto Razr V3. 
A cut above the rest. 
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‘world's coolest phone, the 


razor-thin mobile you'll kill for" 
- Stuff Magazine, Singapore 









Mythology comes to the mobile. 


F YOU CAN HAVE AN IMAGE OF CHRISTINA 
Aguilera as the wallpaper on your 
mobile phone’s screen, there is no reason 
you won’t want to have one of Krishna 
on it. That seems to be the reasoning 
behind India Book House's (BH) decision 
to create mobile content from its best- 
selling Amar Chitra Katha (ACK) and 
Tinkle lines. Starting in 1970 with a title 
on Krishna, ACK has, for 35 years and 
through 436 titles, done more for the 
cause of Indian mythology and history 
than the prevailing school curriculum. 
Now, India Book House is hoping to 
cash in on the popularity of these comics 
(the company has sold over 86 million of 
them to date) and the prevalence of 
mobile phones by launching wallpapers 
based on ACK issues initially, and then 
full-fledged mobile comics that can be 
downloaded in instalments. Saumitra 
Srivastava, Chief Marketing Officer, IBH, 
is convinced that Indian consumers 
would want both and believes going 
mobile is one way to combat the 
declining popularity of comics. “We are 
the pioneers in the comics business," he 
adds, *and we want to continue this 
trend of being pioneers." The company 
hopes to arrive at a revenue-sharing 
arrangement with telcos (the typical way 
these things work) and is talking to seve- 

ral. Birbal the wise, anyone? 
PRIYANKA SANGANI 
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RBI vs PW 


Is the audit firm the victim or the crime? 


N SEPTEMBER 30, 2003, 

Pricewaterhouse & Co., 
an audit firm that is a part of 
the international Pricewater- 
houseCoopers (Pwc) family, 
finalised its audit report of 
Global Trust Bank. The firm 
signed off, but not before 
making several observations 
(qualifications in accounting 
lingo). These had to do with 
the way the bank had used its 
statutory reserves to make 
additional provisions for non- 
performing assets. RBI's ҮМ. Reddy: 

On the same day, India's They are to blame 
central bank, Reserve Bank 
of India, issued a press release that said: “The just 
announced audited results for 2002-03 indicate that 
the present management has made special efforts in 
recovery of non-performing assets. ..." 

The two events, dated almost a year and a half 
ago, are important because of other events that fol- 
lowed: In July 2004, вв! wrote to the ceos of banks 
asking them not to use the services of Pw and 
Lovelock & Lewes (L&L, earlier auditors of ств, and 
again, part of the Pwc family). It also asked the 
Institute of Chartered Accountants of India (ICAI) to 
investigate the failure of the two firms to "detect a hole 
in ств'ѕ balance sheet". 

The letters followed RBI's decision to enforce a 
moratorium on deposits in GTB and the bank's con- 
sequent merger (championed by вв!) with Oriental 
Bank of Commerce. And not too long back, in 
December 2004, вв! wrote to the heads of non- 
banking finance companies (NBFCS) asking them 
to avoid the two firms. icA!'s new President 
K.S. Vikramsey says the institute has "initiated pro- 
ceedings against the erring firms" and that he is 
"waiting for some papers from RBI”. 

Meanwhile, all one executive at Pwc will say is that 
“there can be nothing more revealing than the audi- 
tor's report", adding that three directors on the board 
of ств resigned soon after the two audit firms pub- 
lished their report. The between-the-lines-message: 
we didn't mess up, the central bank did. 

ASHISH GUPTA 
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YOU'RE AT A LEADING BUSINESS SCHOOL RECRUITING CANDIDATES 
FOR YOUR FINANCE DEPARTMENT. WHO IS LIKELY TO GET THE JOB? 
ee ә ОКЕ FO GET UE JOB? 


LJ А. The one who says, I'll do anything, just give me the job. 
L] B. The one who says he enjoys being a workaholic. 
LI С. The one who sees himself in your shoes a few years from now. 


Ticked "С? Congratulations — you are a "Prosperity Thinker’! Your 
approach to money is optimistic and innovative. At Cholamandalam, our 
philosophy of money is no different. For over 25 years, we have been 
adding confidence and a sense of sureness to the financial decisions our 
customers make. Today, we continue to build profitable partnerships with 
over 600,000 customers — from CFOs to truck owners. 

So if you are looking for a partner who shares your approach to managing 
money, talk to us. It's time we Prosperity Thinkers got together. 





AUTOMOBILE FINANCE GENERAL INSURANCE | MUTUAL FUNDS | DISTRIBUTION SERVICES STOCK BROKING RISK SERVICES 
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Q&AS 


Quality Questions 


T 17, HE WAS WORKING FOR GENERAL MOTORS. AT 27, HE WAS 
1 Korii with KPMG. At 28, he started his quality consultancy 
Omnex, which is today a $50-million (Rs 220-crore) organisation with 
operations in 18 countries. Now 46, Chad Kymal has helped draft some 
of the provisions of Is TS 6949, a stringent quality standard, has 
published two books on quality and is working on the third, still does 
a lot of work for auto companies, and has codified his expertise in 
quality into a software product EWQms (short for enterprise wide 
quality management systems) that was developed out of the 
company’s development centre in Chennai, where Kymal spent 
the first 17 years of his life. The man was in Chennai last month, and 
spoke to вт'ѕ Nitya Varadarajan. Excerpts: 


Let’s talk auto-components sourcing. India or China? 

China is expected to sell 5.89 million vehicles in 2005 against 
India’s 1.18 million. Exports by the Chinese auto-component industry 
in 2004 were $5.5 billion (Rs 24,200 crore) against the Indian 
industry’s $1.1 billion (Rs 4,840 crore). Still, I believe outsourcing from 
India will grow as fast as China. 


Why? 

India is cost competitive. It is also far ahead of China in software abi- 
lities. That will help it become a design centre. Most importantly, 
Indian enterprises are entrepreneurial, while the Chinese ventures are 
state-owned. The Chinese may be aggressive, but Indians are more 
nimble in adapting to the market and easier to deal with. 


What about quality? 

It (quality among Indian auto companies) is certainly very high and 
this is encouraging. Yet, I find that many companies are not focussing 
as much on the implementation as on the certification. 


Are US auto companies aware of Indian auto 
companies at all? 


















"| believe The large companies (Tier-1) cer- 
outsourcing tainly know India. But there is 
from India tremendous outsourcing potential 
will grow as for i Tier-2 T TAN к 
fast as China’ nies. Exports to Tier-2 and Tier- 


companies are less risky and more 
profitable. For instance, 
expenses of recalls by 
Tier-1 companies are 
billed to the erring 
component supplier 
and if this happens 
to a mid-cap Indian 
company, it could 
be wiped out. 
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Crude 
Future 


OW, IT IS THEOF 
possible foi! 
investors to dabble 
trade. The Multi-Cc 
Exchange has add 
oil to its trading list 
February 9), with a 
trading size of 10€ 
That's a lot less thar 
mum lot size of 1. 
rels on New York N 
Exchange (NYMEX) 
discount could be 
thing to spur local 
"Crude is the mo: 
commodity in the v 
a volume of $1: 
(Rs 61,600 crore 
says Jignesh Sha 
ging Director, MC) 
first six months, w 
volumes to reach 
600 crore (a day). 
However (despi 
line of this piece), ! 
rest will be all but nc 
given that it is vei 
for investors to take 
deliveries in the tr 
of the term. And | 
majors are alread 
yers on NYMEX (the 
they do their hed 
may be reluctant 
"We will wait and : 
B. Yeshwant Ra 
Risk Manageme 
tegies, Reliance | 
Volumes, then, 
function of spe 
interest but giver 
the Indian mind w 
can only mean fir 
the oil market. 
NARENDR 
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| be a mystery to us. But not the workings of industry and business. 


»rise Business Unit, we can dip into the industry knowledge that the 
\ over a century of being India's leading industrial group. Couple this 
è field of telecommunications and you have an organisation uniquely 
equipped to deliver breakthrough business communication solutions. 


?rtise is our vast experience. We know the challenges and the needs 
Jsinesses simply because we've provided real time telecom solutions 
lients across industries. And backed them with comprehensive SLAs. 


а various industry groups and we have a specialised team catering to 
mall and medium businesses. So you can be sure of a communication 
solution that is tailor-made for your business. 





er that understands your language, call our business representatives at 
business Unit today at +91 22 56644000 or log on to our website 
at www.tataindicomebu.com 
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Get 5 Music CDs worth RS. 1475/- free! 
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Amazing India Series 5 CD Collection 


Symphonies of the Taj 

Ode to Palaces 
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1 Year Subscription Gift 


MULTIPURPOSE KIT 
Perfect for those odds and ends that are too 
small to pack and too important to misplace! 





Lose yourself on a fascinating journey to the soul of 
Indian music...through the stirring tracks in this 5 CD 
Amazing India series. 





Embark on an enchanting journey of discovery every month. With India Today Travel Plus. 

Visit exotic locales, read up on sporting destinations, driving holidays, dream getaways, extract that extra bit of 
enjoyment from every holiday, live up every moment with lifestyle features on fine dining, travel-related health 
and more... every page of your favourite travel magazine is brimming with useful information and advice. 

With an optimal mix of the unexpected and the familiar...and elegantly crafted reports from around the world by 
contributors of repute, the Plus travel experience is something you look forward to month after satisfying month. 


India Today Travel Plus. The preferred choice of discerning readers for the Finest in Travel and More. = 
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A Cure 
For Cloning 


Subex Systems’ Menon: 
Your phone is safe with us 


саве МЕМОМ, ТНЕ 37- 
year-old President and 
CEO of Subex Systems is 
thrilled at the coverage mobile 
phone cloning has been get- 
ting. That's because his com- 
pany sells Ranger, a fraud 
prevention software (compa- 
nies such as Agilent and 
Ushacomm do too, but 
Subex is a leader in the busi- 
ness). Indian telcos, claims 
Menon, lose between 8 per 
cent and 10 per cent of their 
revenues to fraud and his 
software can prevent that. 
How? By identifying whether 
multiple calls are emanating 
from the same phone at the 
same point in time (the tech- 
nical term for this is call colli- 
sion event). And by identifying 
whether the same phone has 
made one call from Delhi at 
8.12 a.m. and another from 
Bangalore at 8.16 a.m. (geo- 
graphically infeasible event). 
The solution still involves a 
new phone or a new SIM, or 
both. Still, that's better than 
knowing there's someone out 
there with your phone's twin. 

VENKATESHA BABU 
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Cellphone Cloning 


All you wanted to know about this. 


Б“ REPORTS OF PEOPLE CLONING BOTH GSM AND СОМА 
phones with the objective of getting legit subscribers to 
foot airtime bills for illegitimate clones should not surprise any- 
one. After all, if India is a power to reckon with in the cloning 
business, isn't it logical that it should have expertise in the 
cellphone cloning one too? For the benefit of the interested, 
here's a set of FAQS. 


What is the objective of cloning mobile phones? 
Getting someone else to pay for your usage or, even more 
insidious, cloaking activities such as extortion, even terrorism. 


Can both GSM and CDMA phones be cloned? 
Yes. 


How are phones cloned? 

With Gsm phones that require a sim (subscriber identity module) 
card, one can buy a siM-card cloning device for as little as 
$100 (Rs 4,400). Pop in the genuine sim card and a blank and 
out comes a perfect replica. In case the criminals do not 
wish to go through the process of acquiring a sim card, they 
can literally scan the airwaves for signals. Every time one 
makes a Call from a Gsm phone, the phone transmits the 
phone number assigned to it, the sim card mobile identifica- 
tion number (MIN) and its (the phone's) own electronic serial 
number (ESN); both numbers are also referred to as unique 
identification number (uin). Older analogue phones do not 
encrypt this data and anyone with a $250 (Rs 11,000) scanner 
can pick it up and transfer the data to a blank sim card. 

With coma phones that do not use sim cards, cloning 
requires stealing and plugging in the phone to a device that 
is available fairly freely (starts at $350, Rs 15,400) and 
copying its ESN and MIN to another phone, maybe 5,000 
miles away. Scanning the airwaves works too. 

KUSHAN MITRA 
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I DON’T REMEMBER 
READING A RULE 
AGAINST THAT. 


UNWRITTEN YOU SAY? 
HMM. ..ISN’T THAT 
INTERESTING? I 
WONDER WHY IT'S 
UNWRITTEN. 





BUT IF YOU PREFER TO 
KEEP TRANSMITTING 
RULES BY ESP, YOUR 
SKULL SEEMS TO BE 
BLOCKING THE OUT- 


GOING SIGNALS. 
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YOU TALKED TO MY 
BOSS WITHOUT MY 


PERMISSION. 





THAT'S BECAUSE IT'S 
AN UNWRITTEN 
RULE. 





I WOULD THINK 
YOU'D BE PROUD TO 
UJRITE DOUJN AN 
EXCELLENT RULE 
SUCH AS THAT. 





IF YOU'RE SENDING 
A NEW RULE NOW, 
TURN YOUR HEAD 
S0 IT CAN COME 
OUT YOUR 

EAR HOLE. 
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Blood . 
Transfusion 


OST DAYS, AT 3.00 A.M., A FLIGHT 

from London's Heathrow air- 

port carrying unusual cargo lands 
in Mumbai. The cargo is then fer- 
ried by companies such as Fede- 
ral Express and DHL to SRL 
Ranbaxy's central laboratory in 
Mumbai. There, pathologists test 
the blood, tissue and serum sam- 
ples that make up the cargo (seri- 
ously!) and send the results back 
to the hospital, doctor or patient as 
the case may be. The company 
that carries out clinical tests for 
some 600 Indian hospitals has 
now tied up with a UK-based 
private hospital chain to do 
the same. It helps that SRL 
Ranbaxy's laboratories (it has 14 
across six cities) are certified by 
College of American Pathologists, 
and it helps that they are audited 
by nine organisations every year. 
Tests carried out in India are 
around 70 per cent less expensive 
(at the retail level) and the com- 
pany is looking at a market that is 
worth £2 billion (Rs 16,200 crore). 
“The huge pressure on quality, 
long queues and cost effective- 
ness are some reasons why the 
UK should outsource tests to 
India,” says Harpal Singh, Chair- 
man, SRL Ranbaxy. We buy that. 
SUPRIYA SHRINATE 
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Bright. Brighter. Brightest 


IN OCTOBER 2004, ALARMED BY TREND LINES THAT SHOWED GROWTH RATES OF REVENUES AND 
earnings dipping, this magazine posited that the base effect, higher cost of inputs, fresh 
investments in capacity creation, and lower incremental returns from cost-reducing 
exercises could well indicate that India Inc. was catching a cold. Well, with the chill of winter 
behind us now, this magazine is happy to say that it was wrong, as the results of 1,800 
companies for the quarter ended December 31, 2004 confirm. The worry now: the 
divergence between sectors is growing. 


IT Services: Leading companies 
have been able to weather the prob- 
lems created by a strong Rupee. 
And expected IT spends by Indian 
corporates (part of the new invest- 





== Banking: With the interest rate fir- 
BAN 9 


t ming up, treasury incomes have 
dried up for banks. The base effect 

а) (due to then higher treasury incomes) 
REN has forced them to show a fall in net 


' 









ment Све) should help them grow. profits for the three months ended December 31. 
LC Auexomponems: Overall Growth Rates Are Improving Further 
JO The auto industry is "pr ESTA oon | TETY — 
_ ina the benefits of et sales А ” . > 
С О demand Ang lft income 167 208 -2873 25.28 
кей Surg PBDIT 3.55 12.89 9.72 17.48 
the components sector has been Depreciation 1020 1294 892 835 
able to milk the export market for Interest -8.58 -4.77 381 -1.52 
that incremental growth surge. Tax 3.62 25.48 28.03 25.43 
PAT 15.62 3402 24.88 31.33 
98 Cement: The sector (Grwthratesinpercent) Sample: 1.800 companies 
ff has reported an aggre- 
Î cate net proft (total prot BU The Divergence Between Sectors Is Also beni 
J minus total loss of 26 Sectors Mar. 04 June '04 Sep.’04 Dec. '04 
$528 companies) of more Base Metals e Mn ias 118.30 
than Rs 100 crore, as against an a 92 46 44 82 — e, 
aggregate loss of Rs 7 crore during pharmaceuticals ^ 31] ^ 519 ^ -1.97 9.86 
the same period last year. But with Refineries 5.47 40.86 172 -15.44 
the base effect kicking in, ће rate of Banks 22.90 1880 -811 -16.05 
growth could slow down in the future. (PAT growth rates in per cent) Sample: 1.800 companies 
v Base Metals: Cyclical Petroleum (refining and marketing): 





this industry may be, but companies 
in the sector have been the main 1 
beneficiaries of the China story. With J| hit. A fall in global oil prices (which is 
f demand from China refusing to die №. — 2 unlikely anytime soon) is the only 
down, they, will continue to thrive; the booming thing that can save them. 

domestic market is just the icing on the cake. 


Thanks to subsidies, oil marketing 
companies will continue to take a 






NARENDRA NATHAN 
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The Empire Strikes Back 


Gol calculations: one ordinance = Rs 803 crore. 


E INTERVIEWS HE GAVE 
soon after presen- 
ting last year's Budget, 
India's Finance Minister 
P. Chidambaram repeat- 
edly stressed that he would 
look for ways to recover 
substantial tax revenues 
locked up in various court 
cases. Given the man's 
reformist credentials, this 
writer is loath to link that 
to the ordinance the 
government passed on 
January 25, directing rrc 
to cough up some Rs 450 
crore in back-taxes (excise) 
in addition to the Rs 350 
crore it had already paid. 
The case dates back to 
1983-84 and involves the 
government's claims that 
the tobacco major had 
sold cigarettes at a price higher than that printed on the pack, and 
that the excise duty needed to be paid on this price. 

ITC had deposited Rs 350 crore while it successfully fought 
a bruising 17-year battle in the Supreme Court. The court directed 
the government to return the money. 

Now, the government has decided to adopt the retrospective 
legislation route, asking the company to pay the remaining Rs 450 
crore within a 30-day deadline, or pay a penalty interest of 15 per 
cent a year. The ordinance cannot be challenged in any court, 
tribunal or authority. ІТС officials are guarded in their response 
with CEO Y. C. Deveshwar saying, *We haven't formed a view on 
this and need to reflect on it." 

However, the buzz in Delhi and Kolkata (where ITC is 
based) is that the company is considering approaching former 
solicitor-general Harish Salve (he had fought rrc's case in 
the Supreme Court) for advice. 

By going back some 22 years in time to tweak tax laws, the 
government has introduced a new degree of uncertainty into 
corporate calculations. Companies will now have to be 
prepared not only for the uncertainties of the future but 
those of the past as well. Industry lobby Confederation of 
Indian Industry has described the event as unfortunate and says 
it will have a negative impact on the morale of industry. 
That's definitely worth more than Rs 803 crore. 

ASHISH GUPTA 


LHSIG VNHON3HVN 


ITC's Deveshwar: He's actually hurting 
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SCARCED 


Not Public * 
Enough 


NDIAS STOCKMARKET REGULATOR, 

Securities and Exchange Board 
of India (SEBI), has drafted a 
regulation that says promoter 
holding in listed companies cannot 
go beyond 75 per cent. Strangely, 
however, it is silent on how it will 
deal with companies that have 
high promoter holding, especially ! 
those where it relaxed similar X 
conditions (SEB! did so for a clutch 
of public sector companies and 
some IT firms when they went 
public). For instance, the promoter 
holding in мтс and тс, both of 
which made initial public offerings 
in 2004, is 89.5 per cent and 84.8 
per cent respectively. And there 
are several large firms where 
the promoter holding has already 
crossed 90 per cent. It isn't 
just Azim Premji. 





NARENDRA NATHAN ^ 
WHOLLY OWNED? 
COMPANY PROMOTER 
HOLDING (%) MARKET CAP* 
Hindustan Copper 9895 1415 
National Mineral Dev. Corp. 9838 1387 





Engineers India 
*MARKET CAPITALISATION IN RS CRORE AS ON FEB. 3, 2005 


Technology that’s 
reliable, for me that’s 
Amkette 


Today everyone's using Amkette. Reason is, our customer- 
focused storage products. After all, this is what won us the 
coveted position of India's No.1 media company. At 
Amkette, we work very hard to bring you the most 
technologically advanced products, tested under very 
tough international quality standards. No wonder we are 
tried, tested and trusted by millions everyday. Go ahead, 
ask for any Amkette storage media. And give your 


computer the quality it deserves 


When Reliability Matters 


Amkette House, C-64 / 4, Okhla Phase Il, New Delhi - 110 020, Tel.: 011- 
26384193, 26389876/7 Ahmedabad: Tel.: 079-6854188 Bangalore: 
Tel.: 080-5591315, 5598533 Chennai: Tel.: 044-28554619, 2855 
Cochin: Ph: 09847276947 Hyderabad: Tel.: 040-232216 

Kolkata: Tel.: 033-22293766, 22294615 Lucknow: Tel.: 0 

2273481 Mumbai: 022-26871489,26873370 Pune: Tel.: 098 
Udaipur: Tel.: 0294-2440586, 2440150, 2440156 


If you use DVD-Rs and CDRs/ RW’s for critical applications such os data backup, data archival or imaging, its time you switched to 


not only gives you over 100 years of shelf life but also protects your precious data from heat, humidity or sunlight. For more information e-mail reliol 


DVD-RWs - DVD-Rs . CD-RWs . CD-Rs - Mini CD-Rs . Diskettes 
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The Oracle Of Acquisitions 


Larry Ellison’s once-flayed bid for PeopleSoft now looks visionary. 


A AGO WHEN ORACLE CEO 
wrence Ellison announced 
his intention to bid for rival 
PeopleSoft, he stood alone. 
Many on Wall Street even began 
to doubt Ellison’s ability to lead 
at Oracle, one of the world’s 
largest enterprise software 
companies, But by the time the 
$10.3-billion (Rs 45,320-crore) 
acquisition was announced 
formally last December, the tide 
had turned. Not only had the 
CEO won over his shareholders, 
in hindsight, the move appeared 
visionary what with the us caught 
up in the throes of a merger 
mania—in some cases, leading 
to the creation of behemoths. 

In the last six weeks, Procter & 
Gamble acquired Gillette (making it 
the world’s largest manufacturer of 
cosmetics and other consumer 
goods) and sBC made out its intent 
to acquire AT&T—a trifle ironic con- 
sidering that SBC had been spun out 
of Ma Bell, AT&T in another earlier 
avatar. This comes on the heels of a 
clutch of some big-ticket deals in 
the last quarter of 2004 that includes 
the merger of Sprint and Nextel 
($36 billion or Rs 1,58,400 crore), 
the purchase of Guidant by Johnson 
& Johnson for $23.9 billion 
(Rs 1,05,160 crore), and the acqui- 
sition by Symantec of Veritas for 
$13.5 billion (Rs 59,400 crore). 
Then, of course, there's Oracle's 
PeopleSoft acquisition. 

. The explanation on Wall Street 
is simple. With the re-election of 
George Bush and partial recovery of 
the economy, the uncertainty that 
had dogged the us industry is now 
lifting. Having put the brakes on 
capacity expansion in these years, 
most American firms have also 
ended up cash rich. At such a turn, 
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Oracle's Ellison: Like | told you... 


acquisition of capacity is a far more 
prudent proposition than actually 
investing in additional capacity. 
Similar sentiments have guided 
the Oracle-PeopleSoft merger. The 
combined companies, as execu- 
tives continually claim, are now 
positioned to deliver a more com- 
petitive offering in the enterprise 
applications market, and do more 
innovative things with a larger ap- 
plications R&D budget. A bullish 
management has projected a 22-28 
per cent jump in EPS (earning per 
share) in fiscal 2006. According 
to Boston-based AMR Research, the 
merged entity had an applications 
business of $5.5 billion (Rs 24,200 
crore) for 2004, making it the 
second-largest applications vendor 
with an estimated 12 per cent of 
the business applications software 
market. In the enterprise resource 
planning (ERP) software segment, 
the share of the merged company 
will account for a fifth of the total 
market. “Oracle’s acquisition of 
PeopleSoft,” says Bruce Richardson, 
Senior Vice President of research 


for AMR Research, *makes the 
combined entity a much more 
formidable competitor to SAP in 
the faster growing sub segments 
of the enterprise applications 
market, including customer 
relationship management, 
supply chain planning and 
human capital management." 
Then, reality does not 
exactly replicate theory. The 
company suffered its first hiccup 
when Oracle initially announced 
that it would not be supporting 
the existing PeopleSoft platform, 
but then quickly reversed its 
position. Accordingly, it will 
support PeopleSoft's product 
line through 2013 and will 
begin to roll out products by 2007 
that combine features from 
Oracle, PeopleSoft and J.D. 
Edwards & Co.—acquired by 
PeopleSoft in 2003. 

One of the beneficiaries of 
Oracle's decision to stick with the 
existing PeopleSoft platform is 
Hexaware (former Aptech). “Our 
take is that existing clients will 
continue with the old platform or 
move to the new one. This is 
good news for Hexaware—which 
is among the top three support 
teams worldwide. They will also 
be involved in doing develop- 
mental work,” says New York- 
based Nilesh Navlakha, Director, 
Deutsche Bank. 

However, Indian companies 
(they do a lot of PeopleSoft work) 
should take heed. While this 
merger went their way, others may 
not. And that’s all the more rele- 
vant as the US gears up for one of 
the biggest rounds of mergers since 
the dotcom boom. 

ANIL PADMANABHAN 
IN NEW YORK 
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‚ A Local Mega Merger 


Dabur acquires Balsara in a deal that everyone says makes sense. 


We THE REST OF THE WORLD WAS GOING GAGA A Taste Of What's To Come 
over the humongous p&G-Gillette merger, a Babool is the strongest brand being acquired by Dabur in this deal, but 





homemade merger between two very Indian con- even it has a very long way to go. 
sumer goods companies is creating ripples here. OTHERS 10.6 —— 

Dabur India has acquired Balsara Hygiene & Home AANA 27 ——— 
Products for Rs 143 crore. And almost everyone BABOOL 3.0— — — 
from competitors to analysts believes that this is ANCHOR 4.1 —— 


a good buy for Dabur, a herbal-products com- 
pany that has flattered only to deceive in its 
efforts to become a fast-moving con- 
i sumer goods (FMCG) major. 
Discounting what some unkind 
tongues are saying about Dabur's ability 
to leverage acquired assets—in 1996, the 
company acquired the Binaca brand from 
Reckitt & Coleman, but never really 
achieved anything much with it; today 
the brand is moribund; and Binaca was 
once a brand to be reckoned with in the 
toothpaste market although it had lost 
much of its sheen by the time it was 
acquired—the deal makes eminent sense. 

Balsara has some strong brands in its 
stable such as Odonil (air freshener), Odomos 
(mosquito repellent), and 
Promise and Babool (tooth- 
pastes). However, the com- 
pany is not in the best of 
health, with losses of Rs 8 
crore last year. It also suffers 
from a distribution network that is effective 
only in parts. “This acquisition. is 
part of our inorganic growth 
strategy, which we had planned 
earlier,” says P.D. Narang, Group 
Director, Dabur India. A senior 
executive from a rival FMCG com- 
pany believes that the deal makes a lot of 
sense: “Dabur’s distribution network is not 
very strong in western India and this deal 
also brings them some successful 
brands,” he says. 

On the same day the deal 
was announced, Dabur released 
its results for the period ending 
December 31, 2004: revenues 
for nine months were up to 






































Vd INVYNIÀ 


Figures are toothpaste market share (end-2004) in per cent " 


Rs 955.9 crore (an 11 per cent 
increase) and net profits up 43 per 
cent to Rs 106 crore. The Balsara 
acquisition will add around Rs 200 
crore to the company's topline; that, 
say some analysts, will make Dabur a 
Rs 1,500-crore company. 

The acquisition comes at a time when 
Dabur, armed with a contemporary logo 
(an artistically done tree) and a high- 
intensity advertising blitz starring brand 
ambassador Amitabh Bachchan (his 
visage even adorns the exterior of the 
company's HQ near Delhi), has been 
trying to grow its market. However, it still 
isn't known whether the Balsara brand 

will be retained. *The acquisition will 
still take some time, but you must 
remember that while Babool, Odonil and 
Odomos are very popular, the *Balsara' 
brand is not that well known", says an exe- 
cutive at the company. The stock market 
has reacted positively with Dabur's scrip up 

5 per cent since the announcement. Like 

everyone else, analysts are questioning 
whether the new Dabur will be able to 
take on the might of HLL and, 

now, P&G Gillette, and whether 

this is the first of a new wave of 
acquisitions in the FMCG sector: 
KUSHAN MITRA 
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For reservations call Welcomnet: New Delhi 51664444, Mumbai 28314444, Kolkata 23454444, Hyderabad 55254444, Bangalore 51204 
й. or your Travel Agent. ITC Grand Central Sheraton & Towers, Dr. В. Ambedkar Road, Parel, Mumbai-400012. Tel +91-22-24101 
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PINAKI PAUL 


ТНЕВТ ۹0 INDEX 


After a makeover of weightages, ВТ free-float 
indices are more robust than before. 


met Tech — MIBIPhama ШВТ50 
тїн WBT Auto 503.14 





All BT indices have undergone some Changes in weightages;the constituents of two of the sectoral 
indices and their weightages are carried in this issue; the next issue will feature the other two 
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HP Color LaserJet Printer. 
For cost-effective in-house printing. 





HP presents an incredible range of Color LaserJet printers. Desiqned to set you free from the hassles of | 
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Waseem Khan 
| Fashion Photographer 
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“To be honest | bought my Eco-Drive for its style 
quotient. But what's great about the watch is that it 
has not come at the cost of nature like many others 
It generates energy using ambient light off any 
source — sun, moon or even a candle. Power stored 
in an advanced ion-lithiurn energy reservoir, which 
contains no toxic elements, drives the watch. To do 
away with the battery is quite admirable and eco- 
friendly. And to top it all it looks like a dream and is 
completely hassle free to handle!" 


EG 2050-51E 


Binod Singh 
President & CEO 
ILANTUS Technologies Pvt Ltd 


Ov rive Perpet 





Shekhar Ramamurthy 

Executive Vice-President, Sales & Marketing 
United Breweries Ltd 

Owns Eco-Drive Perpetual Calendar | 
Chronograph | 





"In business it's critical that 
at the end of the day your 
Rol should be positive. If | 4 
were to evaluate my | 
Eco-Drive on strictly 
business terms | can happily 
say that my investment on it «> 
has been well rewarded. As BL 5170-51L 





a professional | appreciate the fact that the, 
watch is smart enough to take care of itself 
and requires almost negligible involvement 
on my part. And the best part is that | can 
easily wear my watch for a presentation or 
to aparty.” 


Gunit Singh 

Assistant Vice President 

HDFC Asset Management Co. Ltd 
Owns Eco-Drive Perpetual Calendar 





"| was gifted my Eco-Drive 
by my wife and it has been a 
rock steady presence in my 
life, very much like the 
person who gifted it. 
Besides, the technology in 
it makes the watch keep 
time through leap years and 
odd and even months till year 2100, without, 
manual intervention. What's more, its 
power reserve feature ensures that even 
when kept in the dark it will wake up to give 
the correct time and date. Amazing isn't it?" 
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Eco-Drive Perpetual Calendar 
Date programed till year 2100 


NEVER 
NEEDS A 
BATTERY 


BL 8008-52E 
MRP Rs. 19,500 


270 days power reserve 
Dual time 
Alarm 
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Eco-Drive 


A revolutionary Watch 


itizen Eco-Drive collection starts from Rs. 3,795/-. 


wailable at: FIRST CITIZEN (CITIZEN'S EXCLUSIVE STORE) Delhi: M-73, Greater Kailash - I Market, Ph: (011) 26443102 / 51631241. Mumbai: 1. Flora Fountain Ph: | 
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rystal Mall Ph: (0141) 5111057 / 94140 78944. Pune: Sahajanand Complex Ph: (020) 26345749/ 26348165. Baroda: Siddharth Complex Ph: (0265) 2300888 / 98240 10510. Hubii 


1: (0836) 2266686. Also available at Lifestyle, Shoppers’ Stop and other leading watch outlets. 
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Better financial regulation, not a super regulator, is what India needs. 





T DEBATE ON WHETHER A SINGLE REGULATOR FOR, 

the financial sector is better than several of. them |. 

. is still out in the open, but it continues to pop up every, 
now and then. More recently, it resurfaced at a ` 
` meeting between Finance Minister P. Chidambram ` 


T and the chiefs of the public sector banks in New Delhi. 


The bankers argued for a single regulator, saying that 


with most banks becoming one-stop shops for a variety 
of products such as insurance, mutual funds, bonds 
and credit cards, among others, the distinction between 


banking, securities and insurance activities had: 


blurred. Hence, it was important to ensure 
that there's no overlap of jurisdic- 
‘tion between regulators. That would 
also pre-empt turf battles. 
Interestingly enough, it was the 
current Governor of the Reserve 
‘Bank of India (RB) and the then 
< Deputy Governor, Y.V. Reddy, 
“who had initiated the debate on 
the need for an overarching. regula- 
tor at a 2001 seminar aptly titled "Issues in 
choosing between single and multiple regulators 
- of financial system". The Reddy Formula, as it 
-came to be called, talked about "creating an 
apex regulatory authority through a legisla- 
tion, without disrupting the existing regula- 
tory jurisdiction, to arbitrate on regulatory 
overlaps and ensure regulatory coordination". 
And that would mean allowing the Board for Financial 
Supervision (Bis) of the RBI to continue supervising 


banks апа non-banks, but by the Deputy Governor as | 


"Chairman; the Insurance Regulatory Authority of 


India (RDA) to monitor insurance companies; and ` 


the Securities and Exchange Board of India (SEBI) to 


| regulate the markets. The apex body would have - 


"the Governor of the RBI as its chairman, the three 


“chairmen of the regulatory bodies as members, and 


` outside experts working on a part-time basis. 


Subsequently, the Finance Ministry took the idea 


‘one step ahead this year by suggesting that the different 


regulators—RBI, SEBI, IRDA and the yet-to-be-constituted . 


;Pension:Fund Regulatory апа Development 


-Authority—be rolled into one mammoth and. 


| all-powerful regulator. This will: mean bringing banking, 
securities and insurance oversight under a single 

umbrella. The concept of a single regulator, now 
in its slightly modified form, has many takers. A 
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Mutibaibased analyst, who did not want to be named, 


says that it will bring in economies of scale, cost savings. 
on the basis of shared infrastructure, administration and ` 


systems, greater transparency, and clearer accountability. 

Moreover, a single regulator, the argument goes, 
can respond more effectively to market innovation and 
development, allow pooling of scarce resources, 


especially in the specialist areas. Last but not the least, » 


the global trend is to have a single regulator at least in 


the financial sector. The best example i is that of ' 


Financial Services Authority (FSA) in the UK, and 

more recently in Japan, Korea and Sweden. 

Even the European Union has recom- 

„mended a single national regulator 
for its 25 members. & 

` The opponents of the idea too 


tinues to be one of the best-regu- 
lated financial markets in the world 
despite the presence of multiple regula- 
tors. It has one national regulator for the stock 
markets, the Securities and Exchange 
Commission (SEC), a separate regulator for for- 
mulation of. monetary policy (the Federal 
Reserve), yet another to oversee the insurance 
industry (Federal Deposit Insutance 
Corporation) and then the Office of the 
Comptroller of Currency, which regulates banks. 
After all, the critics argue, any unification could also 
lead to a lack of clarity in functioning as multiple 
regulators have different objectives. The objective 
may be depositor protection for banks, investor pro- 
tection for capital markets and consumer protection for 
other financial firms; Hence, pooling of resources 
may not produce the synergy that is expected. 
Surprisingly, the critics may have a supporter in the 


Finance Minister, who seems to have had second 


thoughts about a single regulator. At a recent confe- 
rence organised by the IRDA in New Delhi, he said that 


a single financial regulator may not be the best thing for - 
the country, given its size and complexity. Besides, the — 


super regulator may actually be slower than several 


smaller regulators if decision-making were to be con- 


centrated with one person or a core board. The better 
idea, this magazine feels, would be to make the existing 
regulators more efficient and responsive. 

; ASHISH GUPTA 


"have а strong case when they cite ' 
» the example of the Us, which con“ 
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Countdown 


What's top of the agenda this Budget. 


We BUDGET 2005 ROUND THE CORNER, IT IS 
red alert at North Block. Entry for outsiders 
is banned and even telephone calls are going 
unanswered. Yet, there’s news trickling out that 
this year’s is going to be a development-oriented 
budget, with special emphasis on social and 
infrastructure sectors as promised by the United 
Progressive Alliance (UPA) government's National 
Common Minimum Programme (CMP). BT looks at 
some of the key moves Budget 2005 may announce. 
Power Sector: The long-neglected power sector could 
be a major beneficiary, with all kinds of sops being 
talked about for companies willing to invest in this 
sector. For instance, tax exemptions till 2012 may be 
offered to companies investing across the spectrum 
of generation, transmission and distribution. There 
is also talk of bringing down the import duty on 
power equipment to 5 per cent from 10 per cent. 
Expenditure Commission: The government is likely 
to announce the setting up of an Expenditure 
Commission to look at the contentious issue of 
subsidies. Last year in his budget speech, Finance 
Minister P. Chidambaram had promised the creation 
of such an agency. ' 
VDIS: Another Voluntary Disclosure of Income 
Scheme (vbis) may be announced to unearth black 
money and shore up the government’s falling 
revenues. The СМР had categorically stated that 
special schemes to unearth black money and assets 
would be introduced. 
Dividend Tax: A reduction in the dividend distribution 
tax from 12.5 per cent to 10 per cent may materi- 
alise. The reduction, which will lower government's 
revenue collections by Rs 1,500 crore or so, was part 
of the Kelkar Committee report on direct taxes. 
Services Tax: Service providers with an annual 
turnover of less than Rs 10 lakh will be exempt 
from the services tax. At present, only 71 services 
are under the services tax net and a host of new 
services, including rail, road and air transport 
could fall into the tax dragnet. 
Cess Break: While it is highly unlikely that there 
will be any withdrawal of the 2 per cent cess for 
education imposed by last year’s budget, there is 
a move to impose a cess on tobacco and pan 
masala this year. 

ASHISH GUPTA 
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Purnendu’s Big Bid 


Purnendu Chatterjee and partners bid over 
$5 billion for a Dutch petrochem major. 


F HE PULLS THIS ONE OFF, 

Purnendu Chatterjee of 
The Chatterjee Group will 
earn a coveted place in 
Indian corporate history. 
Chatterjee, a one-time fund 
manager for George Soros 
and co-promoter of Haldia 
Petrochemicals (HPL) along 
with ICICI Ventures and two 
US-based funds, has put in 
a shortlisted bid to take over 
Basell Polyolefins. At an 
estimated $5 billion-plus (Rs 
22,000 crore-plus), the bid, 
if it materialises, will be 
India’s biggest M&A deal by 
far. Owned by Royal Dutch 
Shell and BASF, the Hoof- 
ddorp (near Amsterdam)- 
based petrochemicals com- Chatterjee: Will he 
pany has an annual capacity таке history? 
of 7.8 million tonnes of 
polypropylene and 2.5 mr of polyethylene, and rev- 
enues of Euro 5.7 billion (Rs 31,920 crore). Two 
other bidders, National Petrochemicals of Iran and 
Europe's Ineos Chlor, are said to have been shortlisted. 

What's hot about Basell? Apparently, its know- 

how. It is one of the world's two top owners of 
proprietary polymer technology, which it has also 
licensed to petrochem players the world over, in- 
cluding Indian Oil Corporation (100). Says Chatterjee: 
“Basell has over 5,500 patents in every stage of the 
petrochemical chain and it is this technology we're 
interested in." How much has he bid and who are his 
US partners? Chatterjee declines to comment. Asked 
specifically about the source of funds, he says, "We're 


` in the process of working out the details. | can't say 


anything further at this stage." 

It is unlikely that Het will play а key role in the 
bid, given that it has just turned the corner. However, 
it will be needed for the ride because industry expe- 
rience is one of the bid criteria. If the Chatterjee 
consortium finally wins the bid, it will give HPL access 
to the latest technology and manufacturing facili- 
ties in 20 countries across continents. 

ARNAB MITRA 
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AYANIDHI MARAN, THE 

38-year-old minister for 
telecommunications and 
information technology 
doesn’t come across as a cru- 
sader. Indeed, he comes 
across as just any other 38- 
year-old of his background— 
rich; educated at Chennai’s 
Don Bosco and at the city’s 
Loyola College, and at 
Harvard where he completed 
a four-month programme for 
owner-managers; once mana- 
ger of part of his family's 
thriving media empire (elder 
brother Kalanidhi looks after 
the Sun Network of televi- 
sion channels, while he 
looked after the print and 
cable businesses, besides a 
discotheque called Hell 
Freezes Over, which was shut 
down in 2001 by Chief Minister 
J. Jayalalithaa)—would: easy- 
going, articulate and armed with 
the good humour that success 
often vests in people. 

Yet, Maran has dared to do 
what no minister in the past two 
decades has: take on the might of 
Reliance. Reports in the vernacular 
media suggest that Maran (along 
with others like Suresh Pachauri, 
Minister of State for Personnel) 
has asked the Central Bureau of 
Investigation (CBI) to investigate 
Reliance’s role in the ADC (access 
deficit charge) scam. 

The minister’s office is silent 
on that subject, but the man himself 
has gone on record stating that 
Reliance Infocomm’s transgression 
of showing international calls as 
local calls to escape paying an ADC 
to Bharat Sanchar Nigam Limited 
(BSNL) and Mahanagar Telephone 
Nigam Limited (MTNL) is enough to 
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revoke the operator’s licence. “He 
is not the fundraiser for the party 
and is, therefore, honest,” offers a 
close aide, making an obvious refe- 
rence to recent disclosures that 
Reliance Infocomm allotted some 
shares to associates of a close aide 
of the previous telecom minister. 
“The minister has his own mind 
and has given his department a 
free hand to do whatever is right,” 
says the CEO of a Mumbai-based 
mobile telephony company. 
Maran’s aversion to Reliance’s 
cause has seemingly divided the 
telecom establishment into two 
camps. It is widely known that he 
doesn’t share the best of relations 
with Pradip Baijal, Chairman of 
the Telecom Regulatory Authority 
of India (TRAD, whose recommen- 
dations have inadvertently favoured 
companies offering mobile tele- 
phony on the CDMA platform (there 
are only two of note, Reliance 
Infocomm, with some 10 million 


Hot Sector; Hot Minister 


The IT and Telecom minister has taken the high road. 


subscribers at this point in 
time, and Tata Teleservices, 
with 0.81 million). 

To be fair to Maran, he 
has actually done a lot more 
than take on Reliance. One, 
he has actively worked to 
get the ceiling on foreign 
direct investment (FDI) in 
telecommunications raised 
from 49 per cent to 74 per 
cent. This should, if all goes 
well, bring in a big chunk of 
the $20-billion (Rs 88,000- 
crore) needed to increase 
India's teledensity to 25 per 
cent by 2007. 

Two, he has champi- 
oned a broadband policy 
that has witnessed high- 
profile launches by BSNL and 
MTNL that between them 
already have access to 40 million 
homes, and resulted in lower tariffs 
(Maran’s target of 20 million 
broadband customers by 2010 
looks distinctly achievable). “This 
minister has made his presence 
felt,” says T.V. Ramachandran, 
Director General, Cellular 
Operators Association of India 
(COA). “It has generated a lot of 
confidence in the industry.” 

Maran’s own confidence is no 
doubt bolstered by his proximity to 
Congress President Sonia Gandhi 
and Prime Minister Manmohan 
Singh. In May 2004, when Maran 
was inducted into the cabinet—it 
was the DMK's pound of flesh, said 
analysts, shocked that such a key 
portfolio should go to a first-time 
parliamentarian—the world knew 
him as the son of one of India's 
best commerce ministers, the late 
Murasoli Maran. Now, everyone 
knows otherwise. 
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EP: 
Promise And 
Performance 


The Finance Minister has stuck to what he said in Budget 2004. We think he deserves an A. 
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PROMISE PERFORMANCE 
m Fund the National Common Minimum Has made Rs 12,000 crore available 
Programme to the extent of Rs 10,000 crore 
= Provide universal access to basic education Well, his education cess has brought in some 
Rs 4,000-5,000 crore аё 
п 100 days employment to one member of families Food for Work programmes have begun in 150 . | 
living under the poverty line of India’s poorest districts/ the National Employment 
Guarantee Act has been passed. 
в Accelerate fiscal consolidation and fiscal reform Has notified the Fiscal Responsibility and Budget 
Management Act to ensure zero revenue deficit by 2009 
= Double agriculture credit in the next three years Agriculture credit has grown by 30 per cent last year 
= Focus on infrastructure Rs 1,72,000 crore has been sanctioned for development 
of National Highways 


в Ensure higher and more efficient fiscal devolution The states’ share of taxes has increased by a percentage 
point under the 12th Finance Commission. This will 
result in an additional inflow of Rs 15,000 crore 


to the states 
= Ceiling on foreign direct investment in Ceiling on FDI in telecom has been raised to 74 per cent 
telecommunications and insurance will be raised 
= A Board for Reconstruction of Public Sector Board has been created and stake (5 per cent) has 
Enterprises will be created; government will been divested 
divest some stake in NTPC 3 
= Create an Investment Commision A three-member commission headed by Ratan Tata 
is in place | : 
= Introduce bill to regulate special economic zones Bill introduced, but with Group of Ministers for 
clarifications 


ASHISH GUPTA 
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top 20 trading nations in the 
world, producing high quality 
world class products and 
services. Through MATRADE, 
with 24 offices worldwide, 
we can link you to the best of 
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This Derby Was For the Family 


Phones are out, but kids aren't; the Indian Derby goes beyond horses (апа clotheshorses). 


Е" SOMEONE WHOSE IMMEDIATE 
association with the word 
Derby is horses and fancy hats, 
the Indian Derby at the Royal 
Western India Turf Club on the 
first weekend of February was 
an eye opener, to say the least. 
True, the Derby is a major event 
on the Mumbai social calendar, 
and the who’s who of the busi- 
ness—and the entertainment 
world—duly showed up for the 
biggest race of the season (the 
prize money totals around Rs 70 
lakh.) And yes, it’s also the per- 
fect ground to parade the latest 
fashion trends—for the women 
at least (though the fancy hats 
were missing). As far as the guys 
went, it was hard to tell one 
apart from the other with almost 
everyone in uniform dark suits, 
dark glasses and gelled hair. 
But horses, clotheshorses, men 
in black—and a sea of kids? 
Amazingly enough, there were 
hordes of them crawling all over 
the place, making you wonder 
whether you had intruded on a 
school picnic (the kids’ presence 
is thanks to a decision by the 
Maharashtra Government to 
allow children—in the non- 
racing area of the race 
course). A special section 
was reserved for the chil- 
dren on the lawns, complete 
with swings and a playpen, not to 
mention a guy on stilts and a jug- 
gler walking around the place. The 
previous day too had a pre-Derby 
carnival complete with hair brai- 
ding and tattoo artists who made it 
a fun outing for the kids (and the 
adults among them too!). Another 
corner of the lawn had a live band 
playing, which attracted its own 
share of people, and the ubiquitous 
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Indian Derby: Filly or fashion, it was a feast for all, and fun for the kids too 


food courts. Brands like Casino 
Goa and рАК$ of London, among 
others, were splashed across the 
lawns. If the horses weren’t 
exciting enough, there were 
always the roulette tables to keep 
you busy. Khushroo Dhunjibhoy, 
Chairman, RWITC, is keen that 
the weekend is seen as a lifestyle 
event where everyone in the 
family can fit in. 

Still, the Derby for most 

is about races, and even as 

you make your way to 
the entrance from the par- 
king lot, you’re likely to be 
swamped by peddlers selling 
books on ‘hot’ tips. Signs at the 
entrance say mobile phones are 
not allowed, unless you wanted to 
be slapped with a fine of Rs 5,000 
(that’s what a BT staffer was threa- 
tened with). Once you reach the 
sprawling lawns, you're enveloped 
by the endless line of betting win- 
dows with last-minute betters 
struggling to get a foot in. The 


horses are ceremoniously paraded 
a little before actually being 
brought to the starting line. No 
matter what you have heard about 
how fast the horses can run, 
nothing can actually prepare you 
for it. It wouldn’t be an exaggera- 
tion to say that the horses actually 
look like they are flying across the 
tracks. The screams in the stands are 
fever-pitched. Chiffon sari clad 
women, who on most Sunday 
afternoons are at ease playing the 
role of a dutiful babu or a mento- 
ring saas, are screaming their lungs 
out as the hooves begin to thunder. 
Of course, once the race is over, the 
saas or bahu is back in her skin. 
They say fortunes are won and 
lost at the Derby, and after hearing 
out the volume of bets placed 
(approx Rs 2.2 crore) on February 
6, it isn’t hard to believe that. But 
then this year’s Derby wasn’t just 
about horses and clotheshorses, as 
the kids will tell you. 
PRIYANKA SANGANI 
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How Craigslist Got Bangalored 


Bangalore has arrived. It now has its own spoor on the world's most popular web resource. 


E'LL SAY THAT AGAIN. 

Craigslist has got 
Bangalored and the city 
now boasts its own pages 
on the world’s most popu- 
lar web resource. Craigslist 
(www.craigslist.org) is 
where anyone who knows 
how to use a computer and 
the internet goes when they 
want to look for something, 
like say, cheap digs (or 
fancy ones for that matter). 
The California-based listing 
was founded by self-con- 
fessed geek and introvert 
Craig Newmark a decade 
ago; the irony that a person 
like Newmark should found 
a vibrant online commu- 
nity hasn’t been lost on any- 
one, with most reports on 
the man focussing on his 
lack of social skills (one 
report quotes his hairdresser 
as saying that Craig is more 
comfortable with machines 
than people). Since its 
founding, Craigslist has 
grown to include listings of 
92 cities, across 12 coun- 
tries, attracts 7.5 million unique 
visitors and 1.5 billion page views 
a month, hosts 4 million new clas- 
sified ads every month and attracts 
some 100,000 job listings in the 
same period, and is 25 per cent 
owned by eBay. 

The business model is simple: 
people are allowed to post ads for 
free; advertisers pay around $70 
(Rs 3,080) per listing to list their 
stuff. Executives (there are some 18 
of them) at Craigslist remain tight- 
lipped on revenues, but this writer 
learns that they could be in the 
range of $7 million to $10 mil- 
lion (Rs 30.8 crore to Rs 44 crore). 
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Craigslist's Newmark: Dressed for Bangalore 


So, why Bangalore? *It was 
purely based on demand," says 
Newmark, the company's head of 
customer services (its CEO is Jim 
Buckmaster). *Bangalore got the 
most votes, ahead of any other 
city in India." The Bangalore lis- 
ting, which opened late last year, 
gets around 450,000 page views 
and 32,000 unique visitors a 
month. “I posted on it because it 
was quick, free and easy," says 
Dawn Hayes. ‘Posting in more 
mainstream resources would 
have been costly, not very instan- 
taneous and hit or miss in terms of 
audience reach as | am unfamiliar 


with media sources in India; 
posting directly to a loca- 
tion thousands of miles 
away at the click of a mouse 
is pretty convenient." 

That it is, and the sheer 
range of listings (as cap- 
tured in the three that fol- 
low) is proof enough of 
Craigslist's popularity. 

m Residential flat available 
on third floor for rent. It's 
fully furnished. It bas a 
three-bedroom penthouse. 
Built-up area: 2,475 sq. ft. 
with attached bathrooms, 
north-east facing, Italian 
modular kitchen with elec- 
tric chimney, vitrified tiles, 
private terrace of 690 sq. ft. 
with all other modern 
amenities. This is in or 
around Bannerghatta, 
Bangalore. 

m PhD in organic synthesis 
and must bave 10 years 
R&D industrial experience. 
Should be ready to change 
location to Ahmedabad, 
Gujarat. Job location is 
Bangalore General. 

ul am looking to meet, fall in love 
with and marry a handsome Indian 
man. 1 love your culture, beauty 
and charm, will be travelling to 
India soon and would like to meet 
you! If you are interested, please 
write and send a photo and I will 
send mine in return. 

“What the public want is genu- 
ine service,” says Newmark, adding 
that the listing remains moored in its 
community roots despite the eBay 
connection. Thus, a decision on 
charging real estate brokers will 
soon be made after everyone airs 
their opinions in a debate. 

RAHUL SACHITANAND 


A 








Standardisation by HP — So that your DataCentre gives 
you more choices, not constraints. 





Standardisation by HP reduces your cost of acquisition and operations. Because we use industry standard 


architectures, interfaces, platforms, processes and policies. 


HP's industry leading servers and storage solutions give you an unmatched сараї 
resources. What's more, they allow you to instantly add to the capacity of your DataCent 


business requires. All this without compromising the other key attributes of an agile DataCe 


Monogeobility. 


HP olso provides you with a wide range of DataCentre specific services such as 
implementation and operations enabling you to focus on what really motter: 
DataCentre. 


Customers like Sundaram Clayton and Bharat Forge ore already benefiting fron 
principle in their DataCentres, Are you? 


Synchronising business and IT. Building an adaptive enterprise. 





н SE SOR ME RE VEE PRIUS эз ЕШ arts 
Get in touch CAL 3030 4499 or 1600 444 999 
with HP nef FEM ha 
today for your 
copy of the 


HP DataCentre 
Guide CLICK www.hp.com/in 








E-MAIL india.datacentre@hp.com 








©2005 Hewlett-Packard Development Company, L.P 





UJ 


invent 


SAATCHI & SAATCHI DIRECT 6/2005 


bt co 


IAN PHARMAs . 


D-LIFE 





INDIAN 


M 
C 









THE TOP о PHARMA STOCKS: SALES ARE 


S 
8 


Ф Product Patent will not tallow reverse e Growing industry consolidation is squeezing 
engineering of drugs patented after Jan. 1, 1995 out small and medium-sized players 


RESPONSES @ Step up R&D for launching new patentable e Reinvent oneself as a pure manufacturer 
molecules; buy manufacturing and R&D facilities or marketer for bigger companies 





A new patent regime, fierce competition in US generics, and 
rising R&D costs threaten to reshape Indian pharma. 
Surprise: The future doesn't look bad at all. sy r. «онака 





MORNING AFTER DR. 
Reddy's Laboratories (DRL) 
announced its results for 
the October-December 
2004 quarter, its Vice 


Chairman and CEO G.V. Prasad got a call from one of 
its suppliers. *Don't worry, we are solidly behind you 
as your business partner," the concerned vendor offered. 
“Not too long ago, the same supplier had complained 
that DRL wasn't treating him as a business partner," notes 
Prasad wryly, keen to note the subtle condescension 
underlining the expression of solidarity. But the vendor 
is hardly to blame. For the first time ever, Dr. Reddy's— 
considered a credible peer to industry bellwether, 
Ranbaxy Laboratories—announced an 8 per cent drop 
in quarterly sales to Rs 470 crore; worse, net profits 
plunged 93 per cent to Rs 4 crore compared to 
Rs 59.20 crore in the same quarter the year before. The 
stock market reacted by knocking some 5 per cent 
off DRU's stock. “We are going through a transition 
phase,” says Prasad. “We are learning to sell globally, 
we are trying to understand how IP (intellectual pro- 
perty) and regulated markets work, and some of us are 
also moving into high-end research." 

Prasad may well be speaking for Indian pharma. 
After all, these are wrenching times for the industry, and 
companies big and medium—Ranbaxy, Torrent, 
Orchid, Matrix and Divi's included—have reported a 


drop in profits for the October-December quarter. In 
fact, an analysis of the results of 90 companies in the 
industry reveals a consistent slow down in net profit 
margin growth over eight quarters now. The symptoms, 
of course, point to the churn at an industry level. The 
arrival of a product patent regime starting this year 
means that Indian companies will no longer be able to 
survive selling knockoffs of patented drugs. The domes 

tic market, fourth largest globally in terms of volume but 
a distant 13th by value, is going through other structural 
changes. New MRP-based excise and VAT 
of manufacturers will have to carry out expensive 
upgrades to their facilities due to new good manufac 

turing practices (GMP) laws. Says Murali Divi, Chairman 
and Managing Director of Divi's Laboratories, a 
Hyderabad-based custom research and manufacturing 
company: "There's big trouble ahead for 
haven't planned for post-2005." 

In the international markets, which are now driving 
Indian pharma's growth, competition in the generics 
business (generics are unbranded copies of off-patent 
drugs) has gotten fiercer simply because the last couple 
of years did not see too many blockbuster drugs go off 
patent. Even innovator companies have recently started 
"authorising" generics to get a piece of the low-cost drug 
market, even as they continue to sell their own branded 
drug. As a result, the fight for a limited number of new 
generics has been bruising. Margins in bulk drugs and 


apart, hundreds 


those who 


e Fierce competition in branded generics market in India 


e Cost of launching new drugs and marketing is going up, 


and that is impacting revenue growth 


and generics market elsewhere is squeezing profits 


© Diversify product portfolio and geographic presence 
across the globe; target niche, high-value segments 





e Tie up with innovator companies for out-licensing molecules, 
and market via established generics players and distributors 
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G. V. PRASAD, VC & CEO, DR REDDY'S 


“We are going through a transition phase; 
trying to sell globally and also trying to 
understand how IP (intellectual property) 


and regulated markets work” 


formulations (think of bulk drugs as the batter and for- 
mulations as the cake) are coming from process 
improvements rather than higher retail prices. To add 
to that, costs—R&D, employee, selling and legal—are 
soaring for most companies. “The challenges are 
tremendous for the pharma industry today,” says 
Satish Reddy, coo and Managing Director of DRL. 


The Game Changes 

Let’s get one thing straight: the soul-searching in the 
industry is not because of just one bad quarter. And nei- 
ther will the new patents ordinance—yet to be passed 
into a bill by Parliament—change the face of the 
industry at least for the next two years. The question 
really is, what will happen to the industry over the long 
term? To answer that question, one needs to put 
together three big pieces of the Indian pharma story. 
One is the domestic market, the second is the global 
market, and the third has to do with alliances—all 





kinds of alliances in just about every area, both in 
India and elsewhere. 

But first, let’s quickly understand the nature of the 
pharma business, because from that stem strategies of 
Indian and MNC pharma. The best that one can do, if 
you are in the pharma business, is to develop and 
market new drugs (imagine if a miracle cure could be 
found for, say, prostrate cancer—the price would be 
yours to command). But as with other things in life, the 
best is also the hardest to achieve. One needs superla- 
tive R&D skills and deep pockets to a) understand how 
exactly a disease works and then b) to identify a molecule, 
from among several thousands, that’s effective in curing 
it. Since we are talking about lives of people, regulations 
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Pharma’s Changing Contours 


A consolidation seems inevitable in the industry. 
Here's how it may get categorised: 


THE INNOVATOR: This will comprise the best and brightest of Indian 
pharma and include 20-odd players including Ranbaxy, Dr. Reddy's and 
Cipla. The innovators will push R&D even as they continue to earn their bread 
and butter through generics, formulations and bulks. Not too far in the future, 
one of them should launch a made-in-India blockbuster drug. Making it to 
Big Pharma is a long road, but the innovators will stay doggedly on it. 


THE COLLABORATOR: Players without the budget or skills to focus on 
new drugs or even generics will turn collaborators of all sorts. They will do high- 
value contract manufacturing like Nicholas Piramal, or do contract research and 
custom synthesis like Divi's, Shasun or Dishman. Yet others will focus on clinical 
research, a $500-million (Rs 2,200-crore) opportunity, or domestic marketing. 
Medim-sized but vertically integrated companies will want to move up the value 
chain. In fact, that'll be part of the industry's evolution cycle. 


THE ENDANGERED: This actually comprises the bulk of the industry 
(upwards of 4,000 companies). This category, typically, does less than 
Rs 25 crore in annual revenues, doesn't have good manufacturing practice 
certification (forget about FDA certification), sophisticated R&D skills, or strong 
brands. It competes on price alone, and will soon be unable to copy 
patented drugs of other manufacturers. 












A. PRABHAKAR RAO 


Making R&D count: Relatively low cost of 
research is a big plus for Indian pharma 
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are understandably strict. The new drug must Бе tested 
several times over in a limited way before it can be 
introduced in the market. As a result, it takes more than 
$800 million (Rs 3,520 crore) and anywhere between 
12 and 15 years to bring a drug to the market. 

Indian companies have neither such skills nor deep 
pockets. But they do have something honed over the 
years: impressive reverse engineering and process 
chemistry skills that, relatively speaking, don't cost 
much. That's helped the better companies like Ranbaxy, 
DRL, Cipla and Sun get a toehold in international mar- 
kets either as a supplier of bulk drugs or formula- 
tions, or both. Of late, they have used those skills to 
make the R&D leap to discovery of either new molecules 
or a novel way of delivering an existing drug. For 
example, Ranbaxy's copy of Bayer's Cipro (an anti- 
anthrax drug whose patent expired end of last year) was 
a significant improvement in terms of dosage; Bayer's 
Cipro needs to be taken twice a day to be effective, 
whereas Ranbaxy's is a once-a-day formulation. In 


BRIAN TEMPEST, CEO & MD, RANBAXY 


"The only way to beat cyclicality in the 
generics business is to have new products 


flowing through year after year" 
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2001, Cipla rocked Big Pharma by offering a year's 
dosage of AIDS drugs at $600 (Rs 26,400) compared to 
$12,000 (Rs 5,28,000) of branded manufacturers 
(eventually, the latter cut prices in Africa to compete). 
But an Indian company building a drug from scratch is 
still about five years away. 

So circa 2005, the Indian pharma story reads some- 
thing like this: In the domestic market, there are thou- 
sands of companies—estimates range from 6,000 to 
20,000—who, starting three or four years from now, will 





The Movers And Shakers Of Indian Pharma 


Y ° Ranbaxy: Indian pharma’s flagbearer, it derives more - 
than half its revenues from markets abroad. It is chasing _ 
opportunities in generics, NDDS and NCES. So far it has — 


filed 146 ANDAs, of which 96 have been approved. 

ө Dr. Reddy's: It has a smaller ANDA portfolio (35 filed), but 

а larger number of riskier albeit more profitable patent chal- 
lenges (24). By 2010, it hopes to launch its own drug. 


| © Cipla: A top three formulations player in India, Cipla - 


shocked Big Pharma with its low-priced AIDS cocktail. It is now 


. Stepping up its US focus and recently tied up with Pentech 


Pharma to market a range of generics. 

.€ Sun Pharma: Low profile but aggressive, Sun (along 
with its US subsidiary Caraco) has about 20 ANDAs, one mole- 
cule in clinical trials and two NDDS products in the pipeline. 
It recently raised $350 million (Rs 1,540 crore) from markets 
overseas to fund acquisitions abroad. 
€ Lupin: Relatively a new player in US generics, Lupin 
received approval for its first ANDA in 2003 and in April- 
December 2004 filed 10 ANDAs. Last year it launched a 


. branded generic (Suprax) via Cornerstone of the US. Two of 


There are a little over 20 companies pushing basic research and generics. Here's a look at some of them. 


| its molecules have entered phase one of clinical trials. 


e Torrent Pharma: Domestic formulations make up nearly two- 
thirds of its revenues. Has a deal with Novo Nordisk for manu- 


` facture of insulin, and has out-licensed a molecule to Novartis. 
but € Wockhardt: ‘It gets 57 per cent of its revenues from mar- 


kets abroad. In the US, it has tie-ups with Ranbaxy and Ivas 
for marketing. In 2003 it acquired CP Pharma in the UK, and 
Espharma in Germany last year. It has filed several ANDAs. 
e Zydus Cadila: Domestic formulations fetch a major part 
of its revenues, but this year will see it make its entry into the 


.. US generics market with two drugs. 


@ Nicholas Piramal: Pushing aggressively into contract 


: manufacturing (it has three long-term deals). Last quarter, it 


paid $14 million (Rs 61.6 crore) to acquire UK-based Rhodia 
Oraganique's global inhalation anaesthetics business. 


е Orchid Pharma: A $160-million (Rs 704. crore) 


_ like cardio vascular starting 2008. It has identified 64 products 


for launch between 2007 and 12. Revenue target: $1 billion 


nns 400 crore) by 2010. 


FEBRUARY 27 2005 BUSINESS TODAY 53 


YHHIWN NVAIA 





1 





nume трк ттүү wp FTO YEAST LY TPL TTC UPPER ey Tem IUE quum PRI TET 


bt cover story 


А 














Low-cost Drugs And Patents: The Debate 


HE NEW PATENTS ORDINANCE HAS STIRRED A HORNET'S NEST BECAUSE IT MAKES COPYING 
Г drugs illegal and thus kills the local generics industry. The question now being 

asked is whether a poor country like India can afford patented, thus expensive, medi- 
cines. That, critics of the ordinance say, is inevitable because India has allowed Big Pharma 
a “mailbox” facility, where patent applications beginning 1995 were kept in the run up to 
the product patent regime starting this year. Many drugs under mailbox may be given 
exclusive marketing rights, forcing out any generics player. “In effect, this wipes out a major 
portion of India’s exemption from early application of TRIPS,” says Bill Haddad, Chairman 
and CEO of New York-based Biogenerics, and a global champion of generics. 
D.G. Shah, Director General of Indian Pharmaceuticals Alliance, says that of the 7,000 
pharma applications in the mailbox, majority are for formulations and seek to extend ori- 
ginal patents on “frivolous” grounds. If granted, the critics argue, such patents would mean 
the end of their generic copies. The government retains the right to authorise generics in 
case of a national health emergency, besides which it has said that it would insist on the 
lowest international price for the patented drugs. “According to me India is in a permanent 
health crisis, with 60 million diabetics, 50 million asthmatics and some 300 million peo- 
ple with latent tuberculosis,” says Yusuf Hamied, Chairman of Cipla, and another generics 
champion. The patents bill is slated to come up in the Parliament session starting 
February 25. So we'll soon know who's winning: generics champs or Big Pharma. 





Buying knockoffs? 
Not for too long 
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Some Drugs Going Off Patent 
DRUG 
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Zithromax (anti-biotic) 
Prevacid (anti-ulcerant) 
Zocor (cardio-vascular) 
Pravachol (cardio-vascular) 





Zoloft (central nervous system) 
Paxil (central nervous system) 


Norvasc (CVS) 

1 Risperdal (schizophrenia) 
1 Effexor (anti-depressant) 
Lipitor (cardio-vascular) 
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be hard pressed to launch copycat 
drugs. A lot of them follow, what 
Pfizer India’s Country Manager 
Hocine Sidi Said calls, a “ques- 
tion mark business model” and, 
therefore, must reinvent them- 
selves or surrender to the grim 
reaper. But fortunately for Indian 
pharma, there are hundreds of 1 
medium- and big-sized companies 
that have a fair chance of survi- 
ving—and many of them, thri- 
ving—in the global markets. Here 
too, companies and governments 
are under pressure to lower costs 
of drugs, but R&D is getting more 
expensive and less productive for a 
variety of reasons. Public support 
for cheaper copies of branded 
drugs is swelling and that is open- 
ing doors to generics from around 
the world, mainly China and India. 
Indeed, a clutch of Indian com- 
panies anticipated this opportu- 
nity way back in the early 90s 
and started investing in compe- 
tencies needed to play the global 
game. That meant pulling up R&D 
by the bootstraps, investing in Us 


T 76 
mP o- 


Federal Drug Administration (FDA)-certified facilities, 
understanding the intellectual property and regula- 
tory issues, and putting marketing alliances in place. As 
a result, today, there are at least two dozen Indian 
companies that can compete globally in both the deve- 
loping markets such as Latin America and the developed 
markets of North America and Europe. But there are 78 
companies with US FDA certifications, so the number of 
global competitors should increase. Says Ranjit Shahani, 
Vice Chairman and MD, Novartis India: “The future of 
small companies depends on how they upgrade their 
manufacturing practices and standards.” 

Traditionally, most of these certified companies 
have exported either bulk drugs or formulations, or 
both, but now the name of the game is generics—in the 
Us, Europe and Latin America. It’s easy to see why. 
Some $50 billion (Rs 2,20,000 crore) worth of drugs go 
off patents in the US over the next four years (see 
Some Drugs Going Off Patent), and although generic 
prices are typically only 30 per cent or lower of the 
original drug (which means the opportunity immediately 
shrinks from $50 billion to $15 billion, Rs 66,000 
crore, or less) that’s still a lucrative market because costs 
of manufacturing generics is low and the manufac- 
turer only needs to prove “bioequivalence” (that is, 
prove that the generic copy is equally effective) and not 
have to put it through clinical trials. Besides, a generics 
manufacturer that is first to file such an application 
(called abbreviated new drug application, or ANDA) 
with the Us FDA and successfully challenge the relevant 
patent of the innovator (called Para IV filing), gets a 
180-day marketing exclusivity and hence better prices. 

If more and more companies are looking at gene- 
rics in markets abroad it’s because of two advantages 
that India affords them: One, the industry has a deep 
supply chain, with some of the big companies vertically 
integrated—doing everything from R&D to manufac- 
ture of bulk and formulations to marketing. Two, 
the cost of manufacturing in India is 40 to 50 per cent 
lower than in the developed markets. Says Dilip 
Shanghvi, Chairman and Mp, Sun Pharma: “Indian 
pharma’s technical and managerial capabilities are 
second to none, and that allows us to compete inter- 
nationally on an equal footing.” 

That said, generics isn’t everybody’s game. To start 
with, the manufacturing plant must be Us FDA approved 


YUSUF HAMIED, CHAIRMAN, CIPLA 


“According to me, India is in a permanent 
health crisis, with 60 million diabetics, 50 — 
million asthmatics and some 300 million __ 


people with latent tuberculosis” 


and so must the drug ingredients. Filing ANDAs isn’t 
cheap either. According to K. Raghavendra Rao, 
Managing Director, Orchid Pharmaceuticals & 
Chemicals, the cost per ANDA can be as high as 
$500,000 (Rs 2.20 crore). And the cost of those ANDAs 
that challenge innovator patents could be higher still. 
Worse, one needs a large number of ANDAs to keep 
flowing through the R&D pipeline to ensure steady, if 
not increasing, revenues from generics. That’s also 
required for large distributors to take the player seri- 
ously. Says Brian Tempest, CEO and MD, Ranbaxy: 
“The only way to beat cyclicality in the generics busi- 
ness is to have new products flowing through year 
after year.” Ranbaxy, which aims to be a $5-billion 
(Rs 22,000-crore) giant by 2012, has 100 ANDAs 
approved and 50 waiting to be launched. 


Alliances Galore 

The other way to mitigate risks is through alliances— 
just about in every area. In return for milestone-linked 
payments, Indian companies routinely out-licence new 
promising molecules to somebody like Bayer or Novo 
Nordisk to take it through clinical trials. In fact, DRL is 
contemplating roping in financial or strategic part- 
ners for its R&D, which is a $46 million (Rs 202.4 
crore) business split between drug discovery and gene- 
rics development. The unprecedented idea is aimed at 
limiting R&D risks. Those players without a broad 
generics portfolio or distribution presence abroad 
usually tie up with other big generic manufacturers such 
as Teva, Ivax and Watson. Cipla, for instance, has 
tie-ups with the latter two for supply of active pharma 
ingredients (APIs) and one with Pentech Pharma to tap 
US generics markets. Similarly, Lupin has an alliance with 
Baxter Healthcare for distribution of its generic sterile 
vials. Some others have gone ahead and acquired 
manufacturing facilities in the Us to access channels. Sun 
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HOCINE SIDI SAID, COUNTRY MANAGER, PFIZER INDIA 


“We want to continue marketing drugs that 
are innovative and more than just a pill” 


Pharma last year hiked its stake to 63 per cent in 
Detroit-based Caraco Pharma, which had $45 mil- 
lion (Rs 198 crore) in revenues in 2003 (it is yet to file 
its 2004 results). Says Habil Khorakiwala, Chairman and 
Managing Director, Wockhardt: “We are building a sus- 
tainable business model through acquisitions abroad.” 
Khorakiwala has acquired three companies in Europe 
over the last five years, and recently raised $100 million 
(Rs 440 crore) for more acquisitions. Ahmedabad- 
based Cadila Healthcare too acquired Atlanta Pharma's 
(itself a Cadila partner) French unit to access the local 
generics market, Says N. Prasad, Chairman and CEO, 
Matrix Labs: *All of us have to diversify geography and 
products to minimise risks." 

Alliances, however, are by no means a one-way street. 
Several of the pharma MNCs have tie-ups with Indian com- 
panies as well. In fact, the prospects here are so good that 
mini-industries within the industry are springing up. One 
is that of contract research. Already, annual revenues 
here are estimated to be in the range of $100 million. 
But with almost every big pharma company moving into 
it, the market could boom. The Boston Consulting 
Group projects $500 million (Rs 2,200 crore) in reve- 
nues by 2010. Says D.A. Prasanna, Vice Chairman 
and CEO, Manipal Acunova: “The opportunity we 
have tapped so far is a fraction of the multi-billion (dol- 
lar) global market." Manipal has invested $10 million 
(Rs 44 crore) in a clinical facility and has a separate tie 
up with industry leader Quintiles of the us. 

The other opportunity is in contract manufacturing. 
Nicholas Piramal, for instance, has signed three long- 
term custom manufacturing contracts. One is with 
Advanced Medical Optics for select eye care products 
and another is with Allergan for high-value anti- 
glaucoma Aris. The company has not revealed the 
name of the third customer, or what pharma products 
it plans to manufacture. Here again, specialised skills 
and low costs matter. "Since we offer manufacturing 
flexibility at lower costs and play a complementary role 
to the innovators, some of the top pharma innovators 
are working with us today," says Divi of Divi's 
Laboratories, another custom research and manufac- 
turing outfit. Adds Ajay Piramal of Nicholas Piramal: 
"By 2010, I want half of our revenues to come from 
custom manufacturing." Currently, that figure is 11 per 
cent for Nicholas. Shasun Chemicals, Suven Life 
Sciences, and Dishman are some other companies 
tapping opportunities in contract research. 
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A Full Circle 


Until the government of India passed the (process) 
Patents Act in 1970, thereby providing a shot in the 
arm to copycat manufacturers, pharma MNCs domi- 
nated the scene. Ever since, though, they have mostly 
fought a losing battle, in part due to the unfavourable 
patents regime. But coming up ahead is a Big Pharma 
comeback. Early signs of it are visible. Pfizer India's 
topline grew 11 per cent last year to Rs 528 crore after 
years of modest growth; its PAT jumped 90 per cent. 
A large part of it has come from refocussing on key 
therapeutic segments such as central nervous system 
and cardio vascular. Going forward, Pfizer—like 
Novartis, Glaxo and Eli Lilly—plans to tap into the 
parent's product portfolio. Says Said of Pfizer India: 
"We want to continue marketing drugs that are 
innovative and more than just a pill." His game plan: 
wrap value-added services around the medicines. 
But it may be 2008 before any of Pfizer's patented 
drugs is launched in India. What happens to prices of 
medicines is a big issue (see Low-cost Drugs And 
Patents: Tbe Debate), but Pfizer India expects to be 
Rs 1,000-crore big by 2009. 

Trust other pharma MNCs to have similar plans. But 
their growth will likely come at the cost of the smaller 
players. Many of them will shut shop, but some of 
them could become partners for the bigger companies 
(see Pharma’s Changing Contours). Says Hamied of 
Cipla: “If companies don't change, they'll get wiped 
out in another 10 years." But that has been the nature 
of the global pharma industry. Sanofi, Smithkline 
Beecham and Warner-Lambert are just some of the 
global companies that existed until recently, before they 
either merged with or got bought out by a bigger 
player. Indian companies will have to make their call 
as they go down the road. At the end of the day, 
despite what they may say, the pharma business is 
about making money, not saving lives. Œ 

ADDITIONAL REPORTING BY E. KUMAR SHARMA 

IN HYDERABAD, SAHAD P.V. IN DELHI AND 
RAHUL SACHITANAND IN BANGALORE 
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PRESENTING INDIA'S FIRST ZERO CALORIE SWEETENER 


Now indulge in sin minus the guilt. Courtesy, Sucrolose. The mirade molecule that has been 
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available in India for the first time. In fact, Sucralose is the only zero calorie sweetener made from а 
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The Indian steel industry has 
lined up big-ticket expansion 
plans, even as global majors 
begin to take a closer look. 


BY BRIAN CARVALHO 


WHY STEEL IS SUDDENLY SEXY 


e Government estimates indicate consumption of 
steel will nearly double to 60 million tonnes, from - 
35 million currently, by 2010, and to 100 million 
tonnes by 2018 


€ Capacities of basic steel in developed countries are 
being trimmed as high costs (of labour, freight and 
raw material) are making them unviable, and no 
additional capacities are expected to come up. 
Countries like India, China, Brazil and Russia are 
best placed to fill up those gaps in production 


@ With 8 per cent GDP growth projected for the 
coming years, industry analysts see potential 
for exponential growth, particularly considering 
that India’s per capita consumption is just 30 kg, 
as against Singapore’s 500-700 kg 


@ Demand from China, which accounts for 25 per 
cent of global consumption, is expected to continue 
well beyond the Beijing Olympics (in 2008) 


e Most Indian steel producers are raking in healthy 
cash flows, which coupled with many more 
attractive financing opportunities, makes 
expansions an easier task 









Y FEBRUARY-END IT WILL BE KNOWN WHETHER 

South Korean steel giant Posco does 

indeed decide to make steel in India, 10 

million tonnes of it, in phases in Orissa, at 

an estimated cost of Rs 40,000 crore. If the 
blueprint of Posco—with Australian mining major 
BHP Billiton in tow—has been hanging fire for so 
many months now, it’s because, as industry sources 
point out, Posco is particularly keen to get an alloca- 
tion of 1 billion tonnes of iron ore (over 25 years) 
from the Orissa government. 

To be sure, much of the Indian steel industry, 
particularly the five big primary producers, is watching 
anxiously: Will Posco get the iron ore it desires, and 
if it doesn’t, will it decide to pull down the shutters on 
its Orissa office and head for Brazil? But it’s not as if 
the Posco factor is stopping Indian Big Steel from 
announcing aggressive expansion plans for the future. 
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Buoyed by firm prices over the past couple of years, 
which have resulted in many steel majors working on 
40 per cent plus operating margins and raking in cash 
flows running into thousands of crores annually, every 
steel manufacturer is talking big investments over the 
next five to seven years. Here’s a sample: 

Tata Steel plans to up its existing capacity of 4 
million tonnes to 15 million plus by 2010. This will 
involve an expansion of the recently-acquired NatSteel 
by 2 million tonnes, an addition of 3.4 million at 
Jamshedpur, a 6 million-tonnne greenfield project in 
Kalinganagar, Orissa, and another 2 million-tonne 
greenfield in Bangladesh. The estimated outlay for all 
this is Rs 33,000 crore. There’s the Steel Authority of 
India Ltd. (SAIL), which plans to up its hot metal pro- 
duction from 13 million tonnes to 20 million by 2012 
in two phases, at a total investment of Rs 25,000 crore. 
Not to be left behind, the newer steel makers, Essar Steel, 
the Jindal Vijaynagar-Jindal Iron & Steel combine 
(which were recently merged) and Ispat Industries are 
contemplating expansions. Whilst Essar and Ispat are still 
finalising their longer-term plans, the Jindals plan to take 
their capacity up from 2.5 million tonnes to 3.8 million 
by March 2006, and then, with Rs 12,000 crore of 
investment, up to 10 million by 2010. 

Along with organic growth, the steel majors are also 


THE CAPACITY GAME 


Over Rs 1,20,000 crore is slated to be sunk into new steel capacities. 


COMPANY EXISTING CAPACITY ADDITION cost 
(MILLION TONNES) (MILLION TONNES) 





Note: Some of the project costs are industry estimates 
* Posco and Vedanta's projects are still at the MoU stage 


looking for acquisitions, not so much of capacity (of 
which there’s little available domestically) but of raw 
material and downstream units (cold rolling and gal- 
vanised product lines). The Mittal brothers, Pramod and 
Vinod, have acquired mines in Nigeria via a privately- 
held company, and Vinod Mittal, Managing Director, 
Ispat Industries, doesn’t rule out shipping some of 
that ore to his Dolvi plant (off Mumbai). Essar, mean- 
time, plans to raise $500 million (Rs 2,200 crore) to buy 
out its UK partner Stemcor, which controls 51 per 
cent in Hygrade Pellets (which ships pellets to Essar’s 
Hazira plant for steel-making), as well as to buy out 
Stemcor's 100 per cent holding in a cold-rolling and gal- 
vanised unit in Gujarat. Stemcor for its part has invested 
in Mideast Integrated Steel, a beleaguered, cash- 
strapped steel plant, and will buy the produce of the 
plant once it begins production. 

For an industry that was all but given up for 
dead till the late 1990s—buffeted as it was by high 
financing costs and a global overcapacity situa- 

tion—investments totalling over Rs 1,20,000 
crore appear unreal, and downright suicidal. 
Barring Tata Steel, all the other players have 
cooled their heels in the red for years, and the 
Ruias of Essar, the Mittals of Ispat and the 
Jindals have had to resort to extensive 
restructuring of debt to live another day. 
If India’s steel companies are thinking 
big-ticket expansions today, it’s simply because 


Tata Steel plans to up its existing 
capacity of 4 million tonnes to 
15 million plus by 2010 


B. Muthuraman/ MD/ Tata Steel 


Essar Steel is moving into acquisitions 
with plans to raise $500 million to buy 
out its UK partner Stemcor 


Shashi Ruia/ Chairman/ Essar 





they’re well placed to, both in terms of cash-generation 
as well as competitiveness, in terms of both quality and 
cost. For the nine months of April-December, Tata Steel 
is working on operating margins of 44 per cent, and is 
generating net cash from operations of Rs 3,000 crore. 
Seshagiri Rao M.V.S., Director-Finance, Jindal 
Vijaynagar Steel Ltd. (JVSL), expects to generate 
Rs 4,000 crore of cash by March 2006. *Our capital 
base at Rs 129 crore is low, and by 2006 our debt-equity 
will be 1:1, which makes us well placed to raise capital 
for expansion." Rao adds that for the first phase of 
expansion, the company might opt for an interna- 
tional listing to raise some Rs 3,000 crore of equity. 

Even a company like sai.—long perceived to be a 
case study in inefficiency—has got its act together. 
Fixed costs are down thanks to volume growth, 
reduction in manpower and finance costs, and doses of 
modernisation and upgradation have emboldened the 
company to plan a mega expansion largely through 
internal accruals (at least in the first phase). 

Such a funds-flushed scenario coupled with a 
looming demand-supply gap is what's prompting the 
mega expansions by Big Steel. According to government 
estimates, consumption of steel will nearly double to 60 
million tonnes (from 34-35 million tonnes currently) by 
2010, and to 100 million by 2018. This demand will 
accrue largely from infrastructure-related expenditure 
as well as increased consumption from sectors like 
consumer durables and automobiles. The auto sector, 
for instance, is expected to comfortably grow in dou- 
ble digits for the next three-four years. As Vikram 
Amin, Executive Director, Essar Steel, points out: 
"Expansion is an imperative given that virtually every 
(steel-consuming) sector is booming. Even if GDP is 
steady at 6.5 per cent, that's good enough as the steel 
industry grows typically 1.5-2 per cent over GDP.” 

This potential for exponential domestic growth is 
magnified when you consider that there's no new 
capacity coming up in the developed world, where 
high costs are forcing companies to trim production. 
British Steel and Koninklijke Hoogovens, which had 
merged to form Corus, have been forced to cut back 
capacity by a million tonnes because of high costs and 
competition. “The developed world today has virtually 
stopped making basic steel and is focussing only on 
value-added products. This provides a great opportunity 





for Brazil, India and China,” says Rao of ууз. Mittal 
makes a case for expansion by pointing out that *we are 
100 years behind China if you consider their capacity is 
330 million as against our 34 million". Industry analysts 
are upbeat that demand from China, which consumes 
a fourth of the world's production, will continue well 
after the 2008 Beijing Olympics. 

Such a bright scenario for India may prompt many 
a global major like Nippon Steel or Nucor or the 
Corus group or even China Steel to look at the coun- 
try more closely. Before that happens, should Indian 
steel companies be throwing caution to the winds and 
embarking on a frenzied expansion spree? The les- 
sons of the excesses of the 1990s are still fresh in 
most promoters’ minds, and they point to potential 
stumbling blocks. For one, although iron ore is pro- 
duced in plenty in India, there's not enough of it going 
around; of the 120 million-odd ore mined in 2004, 70 
million was exported, most via government agencies. “It 
just doesn't make sense. Instead of exporting at $40-50 
(Rs 1,760-2,200) per tonne, why not value-add by 
using that ore to make steel and then sell overseas at 10 
times that price?" asks a senior executive at a steel com- 
pany. There's also apprehension that the government 
may decide to control steel prices in a bid to check 
inflation. "Such a move will finish off the industry," says 
Mittal. Such blips notwithstanding, the Indian steel 
industry has never had it so good, and the best part is 
that this may just be the beginning of the journey for a 
global presence and, eventually, dominance. @ 
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UHAS KADLASKAR LOVES 

to drive. That’s why he 

jumped at the prospect 

of test-driving an experi- 

mental Mercedes Benz 

on his employer’s Pune 
test track. An experimental Merc? 
Well, it was actually a regular 
silver-grey C 220 powered by an 
experimental fuel—bio-diesel. And 
Kadlaskar is no daredevil test 
driver; he’s the Finance Director of 
DaimlerChrysler India. He put the 
car through its paces on a sunny 
spring afternoon in March 2004... 
taking it up to 80-90 kmph. Bio- 
diesel gave a smoother ride than 
the regular fuel, emission was 70 
per cent lower, and there was 
significantly lesser noise and 
vibration. Soon, he was out on 
Pune’s streets, criss-crossing the 
city for an hour at a more sober 60 
kmph. “We only changed the fuel 





tank and the fuel pipe; the modi- 
fications cost only Rs 2,000,” he 
says. And not once did the car stall 
or lose power. The conclusion: 
Bio-diesel fulfils all the technical 
specs; the question marks relate 
to the logistics of availability and 
price. But more on that later. 

A thousand kilometres away, 
in Faridabad on the outskirts of 
Delhi, is the 65-acre R&D centre 
of Indian Oil Corporation (ОС). 
Inside the lush green campus, 
scientists are working in partnership 
with Mahindra & Mahindra (M&M) 
to create the country's first hydro- 
gen-powered vehicle. But the 
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production of pure hydrogen—the 
most plentiful element on earth— 
for fuel is not easy. The gas is 
inflammable—and its production, 
storage and transport present huge 
difficulties. *The problem is that 
hydrogen likes the company of 
other elements, so the trick is to 
find an inexpensive way of sepa- 
rating hydrogen from other gases, 
and do it in large quantities," 
informs N.R. Raje, Director 
(Research, Refinery and Develop- 
ment), IOC. The present method of 
producing hydrogen from water 
through electrolysis is very expen- 
sive and, therefore, not financially 
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viable on a large scale. Similarly, 
the production of hydrogen 
from solid biomass is also 
too expensive to make mass 
production viable. (See How 
They Stack Up). 

This quest is more than a 
mere academic search for a 
motoring Holy Grail. Under a 
mandate from the National 
Hydrogen Energy Board 
(NHEB), set up in February 2004 
by the Ministry of Non-Con- 
ventional Energy Sources, ЮС 
will have to make available 10 
per cent hydrogen-blended CNG 
fuel in Delhi, Mathura and 
Faridabad by June this year, 
and gradually increase it to 
100 per cent by 2008 for 
three-wheelers, buses and cars. 
The goal: Creating fuelling 
infrastructure for over 1,000 
vehicles by 2008. 10C’s R&D 
centre has already successfully 
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HOW THEY STACK UP 


Capital cost and running cost of the 
seven alternative fuels (1 is lowest; 7 is highest) 


CAPITAL 
cosT* 


FUEL RUNNING 
COST 


CNG 

Auto LPG 
Electricity+ 
Ethanol 


Bio-diesel 


Fuel cells & other 
hydrogen-based 
energy sources 


Hybrid technology 


+This involves direct charging of a battery by connecting to 
the electric mains and not the production of electricity 
through the use of hydrogen, which is dealt with separately 
«This is the impact the technology will have on the cost 

of the vehicle 
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million tonnes of Jatropha (to 
ensure a mere 5 per cent blend 
with diesel) by 2007. That will 
mean bringing 2.2 million 
hectares under cultivation. *A 
significant number of farmers 
will have to come on board," 
informs Kadlaskar. 
Meanwhile, an exclusive 
team of engineers and scientists 
at Tata Motors' Engineering 
Research Centres in Pune and 
Jamshedpur is working on 
an ambitious project to 
develop a zero-emission fuel 
cell-powered bus as well as a 
hybrid electric car. Also in the 
works are a bio-diesel-fuelled 
Indica and a project—in col- 
laboration with 10C—to eva- 
luate the impact of 7 per cent 
and 10 per cent ethanol on 
LCV 79, a commercial vehicle, 
Sumos and Safaris. Ethanol is 
oil, distilled from sugarcane 


tested 10 to 30 per cent 
hydrogen-blended CNG fuel 
on Fiats and Ambassadors. “It’s 
difficult, but do-able,” says 
M.S. Ramachandran, Chairman, 
IOC, and a member of NHEB. 
That's exactly what Kadlaskar 
feels about bio-diesel. Daim- 
lerChrysler's Indian subsidiary, in 
collaboration with the Council for 
Scientific Industrial Research and 
Hohenheim University, Germany, 
is spending Rs 3.5 crore on a pilot 
project to grow Jatropha Curcas 
oilseed plants on two small planta- 
tions in Gujarat's Bhavnagar and 
Orissa's Behrampur districts. No, 


it’s not entering the Indian agri- 
culture sector. Yet. The vegetable oil 
extracted from Jatropha Curcas 
reacts with alcohol in the presence 
of a catalyst to produce bio-fuel. 
Two Merc C 220s that drove 5,900 
km across the country using bio- 
diesel reported an average mileage 
of 12-13 km per litre, the same as 
for diesel. The fuel will enter Phase 
II tests in 2005-06: Mercedes-Benz 
plans to drive 10 cars over 30,000 
km of difficult mountainous terrain 
to further test the fuel. But to really 
benefit from this breakthrough, 
India will need to generate 2.62 


in India, and corn and rape- 
seed in other parts of the world, 
which can be used to power 
internal combustion engines. 

Commenting on the fuel cell- 
powered bus, V. Sumantran, 
Executive Director, Engineering 
Research Centre, Tata Motors, 
says: “The on-board fuel cell power 
system in the bus harnesses the 
chemical energy stored in hydrogen 
and converts it to electrical energy, 
which drives the motor. The bene- 
fits: No pollution and reduced 
noise and vibration." Its other pro- 
ject, the hybrid electric car—a pro- 
totype is expected to be ready this 


Bio-diesel gives a smoother ride than the regular fuel; emission 


is 70 per cent lower; and there is less noise and 
vibration. The question marks relate to | 
the logistics of availability and price 
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Hydrogen-powered fuel cells have to overcome cost issues; 


ethanol and bio-diesel production 
are too insignificant to make a 
difference; and electricity-driven 
cars are still in their infancy 


year—is expected to revolutionise 
the car industry. “It will be 20 
per cent more fuel efficient and 
also have much lower emission 
levels,” he adds. 

Bajaj Auto has also jumped on 
to the alternative fuel band- 
wagon. It launched ЕСОгісК, an 
electric battery-driven auto-rick- 
shaw, last month and hopes to 
sell around 1,200 vehicles by 
September. *The new vehicle, 
which costs Rs 1.5-1.6 lakh, is 
50-60 per cent more expensive 
then the ordinary auto-rickshaw. 
But over a five-year life cycle, it 
will be 10 per cent cheaper," 
says Tapan Basu, General 
Manager (Electric Vehicles), 
Bajaj Auto. But the company 
will have to contend with diffi- 
culties related to recharging of 
batteries, proper infrastructure 
and the higher initial price. The 
company is trying to work 
around the first two problems 
by tying up with petrol pump 
owners such as 10C, Bharat 
Petroleum Corporation Limited 
and Hindustan Petroleum 
Corporation Limited to store 
batteries, which auto-rickshaw 
drivers can use while their own 
batteries are being charged. 
The company also plans to 
offer this facility at Bajaj show- 
rooms and at tyre shops owned 
by other companies. 

But scientists at Bajaj Auto 
are really banking on the 
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production of metal hydride as a 
fuel for three-wheelers. Metal 
hydride absorbs hydrogen and when 
heated it releases hydrogen, which is 
released as a fuel. The project is still 
in the experimental stage and a final 








M&M's Bijlee: 
Another electric vehicle 


breakthrough will take some years. 

Other players like the Chennai- 
based Ashok Leyland and M&M, 
too, want a piece of the action. 
The former has already created 
the eco-friendly battery/diesel- 
operated Hybrid Electric 
Vehicle. And as mentioned ear- 
lier, M&M is going full steam 
ahead with its quest for a vehi- 
cle that runs on alternative 
fuels—despite the failure of 
Bijlee, its expensive battery- 
operated three-wheeler. 

If these trials bear fruit, 
they will go a long way in 
ensuring India's oil security by 
reducing its dependence on 
foreign oil, and also provide 
huge relief on the balance of 
payments front. In 2003-04, 
the country's oil import bill 
was nearly Rs 80,784 crore. 
According to IOC’s Rama- 
chandran, India's dependence 
on foreign oil is likely to rise to 
85 per cent by 2025, against 
70 per cent now. 

However, the Holy Grail 
is not yet in hand. Hydrogen- 
powered fuel cells have 
to overcome cost and infra- 
structure issues; ethanol and 
bio-diesel production are still 
too insignificant to make a 
difference; and electricity- 
driven cars are still in their 
infancy. Yet, as Tata Motor's 
Sumantran says, the future is 
pregnant with possibilities. El 
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M&A activity in India is like never before, as 
Indian companies gear up for billion-dollar, 
global-size transactions. BY BRIAN CARVALHO 






RAJAT BARAN 


AST FORTNIGHT, EVEN 
as industry observers 
and analysts were dig- 
esting the details of a 
high profile transac- 
tion in the cement sector, invol- 
ving ACC, Gujarat Ambuja and 
Holcim of Switzerland, the 
grapevine began buzzing that 
head-on rival Grasim from the 
Aditya Birla stable was planning 
to mount a counter bid for ACC, 
at a premium of a little under 10 
per cent to the Rs 370 offer 
made by Holcim to Acc share- 
holders. Days later reports sur- 
faced that another cement MNC 
with a presence in India, Lafarge, 
was also contemplating a coun- 
ter offer. Takeover regulations 
allow for such counter offers to 
be made within 21 days of the 
first acquisition announcement, 
which would mean that Holcim’s 
rivals had till 10 February to 
make clear their intentions. 





















< At the time of writing, 
по such counter bid was 
made for acc, but that’s 
not important (not at least 
in the context of this 
story). The significance 
of the hyperactivity on 
the rumour mill is that 


-crore)-plus Holcim-acc- 
7 Ambuja deal is no flash- 
in-the-pan. “If you add 
^; on the debt element, the 
г value of this transaction is 
$1.5 billion (Rs 6,600 
crore). That's indeed a 


` global-size deal, and I am 


such mega-deal,” points 
out Rajeev Gupta, Joint 
= Managing Director at 
“investment bank DSP 
Merrill Lynch, who advi- 
sed Holcim on the acqui- 
sition of ACC. “This deal is 
a great sign of the rene- 
wed thinking about India, 
andis surely a harbinger 
of greater interest of 
multinationals in the 
country,” declares Sudar- 
|o shan Sampathkumar, 
« -> Partner, Accenture, who's 
Ыл Worked on a few cement 
1 transactions himself. 
-And that’s just one 
half of the story. The 


` the $1 billion (Rs 4,400 


. sure this won't be the last: 


9 KEY M&A THEMES 


FOR 2005-06 


ш The billion dollar deal is here: The ACC-Holcim 
deal is worth around $1.5 billion (Rs 6,600 crore, 
including debt), and investment bankers expect 
many more deals of such size to be signed. ONGC is 
negotiating a deal running into billions of dollars for 
Russian oil and gas assets 


ш Outbound action will intensify; In the past 
couple of years, a number of Indian firms have acquired 
global assets. But there haven't been any real-scale, 
global-size (read: $1 billion-plus or Rs 4,400 crore-plus) 
cross-border deals. Expect them to happen now 
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ш Inbound interest is peaking: No global firm 
worth its stock price can afford to ignore India, be 
it in manufacturing or services. And they're willing 
to pay top dollar. 





ш Indian mid-caps have been bitten by the 
acquisition bug: The number of mid-size deals— 
under $100 million (Rs 440 crore)—will grow man- 
ifold, as smaller companies seek frontends/backends 
Overseas, or yearn for critical mass domestically 





ш Private equity will be all over the place: Bi Big cats 
like Warburg may be cashing in, but there’s segmen- 
tation happening elsewhere, with some focussing on 
early stage-funding, others on more mature stages. 
Leveraged buyouts too may become more common 





shortlist to 11 countries 
for potential acquisitions 
and last fortnight GAIL 
sneaked a foot into the 
Chinese retail gas distri- 
bution market when it 
bought a 10 per cent 
stake in China Gas; 
bankers point out that it 
has sealed similar smallish 
transactions in. Egypt for 
city gas distribution, State 
Bank of India is “almost 
certainly” going to make 
an acquisition in Africa, 
says a deal-maker. Pharma 
and consumer companies 
are hunting around for 
distribution front-ends in 
South-East Asia, Latin 
America and Europe. 
Auto component makers 
are acquiring and sourcing 
back production to India. 
And textile firms are acq- 
uiring brands in a bid to 
get “credentialisation into 
buyers”, in banker-speak. 
Whilst big outbound 
deals will doubtless hap- 
pen, Jayesh Desai, 
National Director (Trans 
action Advisory Services), 
Ernst & Young, points 
out another significant 
trend. That the number 
of smaller outbound deals 


. other equally thrilling and noteworthy part is that 
Indian companies across sectors are gearing to make 


1 “real-scale acquisitions as against tucking acquisi- 
|. tions"—as Gupta puts it—overseas. Sure enough, Oil 


~ & Natural Gas Corporation (ONGC) at the time of 
going to press was negotiating a potential $6 billion 
(Rs 26,400 crore) buyout in Russia, of a former asset of 
the Yukos Oil Company. And you can expect plenty of 
such big-ticket, outbound action in the days ahead. 
Investment bankers point out that such big-bang tran- 
sactions—$500 million (Rs 2,200 crore)-plus—could 
come from a variety of sectors. Steel companies are 
looking to tie in raw material supplies (read acquisition 
of mines). Oil majors like Indian Oil Corporation 
ФОС), GAIL India and Hindustan Petroleum Corporation 


Ltd. (нра) are finalising downstream deals in Africa and 


- South-East Asia (Indonesia). IOC has narrowed down its 





will increase, because “today, just about any Indian 
group is looking for overseas opportunities.” Adds Ravi 
Menon, Director & Co-head (Investment Banking), 
HSBC: “Easier convertible bond financing is allowing 
mid-caps to expand overseas, with $15-20 million 
(Rs 66-88 crore) deals in sectors ranging from pharma 
to auto components to software to biotech." 

If Indian industry has been bitten by the M&a bug, 
it's simply because India Inc. is leaner, meaner, and very 
hungry for growth today. After years of belt-tightening, 
companies are today in a mood to make investments to 
increase capacities. The options are clear-cut: Either 
build those capacities (or brands), or acquire them, The 
high valuations prevailing today may make greenfield 
capacities look more attractive today, but then acqui- 
sitions involve much more than physical capacities. 
As the Holcim deal reveals, acquisitions also bring 
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along with them virtually overnight access to new 
diversified geographies, and customers. And as 
Sampathkumar of Accenture adds, the Holcim deal (and 
its price tag) will encourage many more sellers to 
crawl out of the woodwork. 

What will also help ensure that sellers abound is 
the nature of valuations, which appear more sus- 
tainable than during the last stock market boom of 
2000. An efficient, restructured India Inc is turning 
out higher earnings quarter after quarter, even as pro- 
tection levels have come down and the rupee has 
become stronger. At the same time, they’re in a bet- 
ter position to raise capital, both from domestic 
markets and overseas. Result? Strapping balance 
sheets. “The myth that one couldn’t raise more than 
$100 million (Rs 440 crore) locally—and that beyond 
$200 million (Rs 880 crore) you had to do a GDR, and 
that beyond $400 million (Rs 1,760 crore) an ADR— 
has been truly shattered. Today $2 billion (Rs 8,800 
crore) can easily be raised on Indian markets,” says 
Gupta of psp Merrill, adding that there are 73 com- 
panies with a market cap of over $1 billion 
(Rs 4,400 crore) in India today. “India Inc. is much 
more confident now to take some big steps overseas 
to achieve a greater geographical balance,” adds 
Vedika Bhandarkar, Managing Director & Head of 
Investment Banking, J.P. Morgan India. 

As 2004-05 closes, and a new fiscal begins, invest- 
ment bankers are looking expectantly forward to a 
boom year. “2005 will be a record year,” says Menon. 
In calendar 2004, according to Bloomberg, M&A activity 
spurted 111.51 per cent in volume over the previous 
year, with $9.3 billion (Rs 40,920 crore) worth of deals 
announced. Investment bankers are upbeat about 
an even bigger spurt this year. And that’s not sur- 
prising: It’s just a matter of a handful of billion dollar 
deals. After the Holcim deal, there’s still room for a 





OP 10 DEALS ANNOUNCED IN 2004 
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HSBC's Menon: Easier convertible bond financing is helping 
mid-cap companies to expand overseas in a range of sectors 


third cement major, and there’s still some 40 per 
cent of Indian capacity (albeit fragmented) that’s up 
for grabs. Holcim itself has reportedly committed a 
further $1 billion to the Indian market. Overseas, after 
the Daewoo and NatSteel acquisitions, the Tata 
group could have something even larger lined up. 
India’s ONGC is mentioned in the same breath as 
Malaysia’s Petronas, Russia’s Lukoil, America’s 
ChevronTexaco, France’s Total, 
Italy’s ENI and China's cNooc when 
it comes to offshore reserve bids. 
Investment bankers don’t rule out a 
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Source: Bloomberg, n.a.: Not applicable, *Open offer to L&T shareholders first and subsequently sold off to Grasim 
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With the economic skies clearing 
. again, and no one doubting the bigger, 
г long-term India story, consumer 
|... Sentiment, as measured by BT-IRICS, 
is ata 30-month high, and set to 
. zoom. That should make marketers 
happy. BY SHAILESH DOBHAL 








ELL, WE COULD CALL IT DÉJÀ VU OF 
sorts. For the BT-Indica Research 
Index of Consumer Sentiment 
(BT-IRICS) for January 2005 stands 
at 169, its highest in the last 30 
a months. This closely mirrors the 
4 "sentiment almost a year ago, February 2004, with the 
ıı index—which measures consumer sentiment across 
2 10 major cities—then stood at 163. Back then, the 
< Bharatiya Janata Party-led National Democratic 
Alliance (NDA) government was on a roll, much like 
the current Congress-led United Progressive Alliance 
(UPA) is now. The mood of the nation as reflected by 
the NDA's ‘India Shining’ campaign (never mind 
the ridicule it received after the NDA's beating at the 
hustings) was as upbeat as it is now. And India, 
and Indians, looked (and look) unstoppable, for 
everyone believed that the global market-led eco- 
nomy, of which we seemed to have become not just 
an integral part but a crucial catalyst (thanks to a side 
table at Davos), would (and will) deliver us out of 
our crushing poverty. 

— And yet we know how things went out of hand 
... inno time. The NDA lost the elections, a few casual 
remarks by UPA constituents (read: Left parties) 
- made foreign investors shrug, and the stock markets 
_ crashed on that fateful black Monday, May 17, 
_ 2004. All that feel good that we were taking for 
granted, just ebbed out, with BT-IRICS down to 158 

(by October 2004. 
бо what's different this time? “Well, the belief in our 
own growth story, has now become kind of secured 
from un-secured earlier," says Santosh Desai, President 
of McCann Erickson. We have lived the good news for 
some time now, and handled the temporary setbacks 
pretty well. And that has given us the confidence, as 
reflected in BT-IRICS, to surge ahead, even while not 
everything is hunky dory. Perhaps this explains con- 
sumers' high scores on economic expectations, even 
though their current assessment of their financial 
position remains modest, for the market and the 
government are yet to deliver on that implicit promise 

of enhanced quality of life and income. 
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SHINING AWAY... 


Consumer confidence is at 
an all-time high. 
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EVEN THOUGH THINGS LOOK A LITTLE UNEASY NOW... 


Business is booming, but finances are cause for contem. 








Financial Status Jan. 2005 
As Compared (ct 2004 
To Last Year feb 2004 
Business 227. 2005 
Conditions 0 2004 
This Year ғ. 2004 
Jan. 2005 
income оз 204 

This Year 


Feb, 2004 


BUT NEXT YEAR WILL HOPEFULLY BE BETTER... 


Consumer confidence is high on almost all fronts for the ensuing year. 





6000 SAME 
. 2005 
Financial Status "и 
Next Year Feb. 2004 
Business 1.20065 
Conditions Next Ort. 2004 
Year ғ 2008 
Employment 1 20%5 
Next Year 2004 
Feb. 2004 


Prices In The ал, 2005 
Mext 12 о 200 
Months ran 2004 

.. Incomein ian 2005 

Relation іо ou 2004 
Prices. р 2004 


Though overall spend is down, consumer durables and vehicles are high on 
the consumer's buy-list. 


Jan. 2005 
Oct. 2004 
Feb. 2004 


Do You Spend 
More Now? 


Jan, 2005 
Get, 2004 
Feb. 2004 


is It A Good Time To 
Buy Durables? 








Jan. 2005 


Buy Vehicles? eds 
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| Gloomy 
. cPicture 


9% DROP in number of people (R8 40 per cent versus R7 49 per cent) who 
© believe that their REAL INCOME, after adjusting for inflation, has gone up 


9% DROP (R8 62 per cent versus R7 67 per cent) in consumers who will SAVE 
О MORE 


12% DROP (R8 51 per cent versus R7 63 per cent) in number of people who say 
O that it is a GOOD time to BUY an AUTOMOBILE 

8% DROP in number of people (R8 7 per cent versus R7 15 per cent) saying em- 
HOEVER SAID THAT WEAK MONSOONS © ployment (opportunities) will be GOOD next year 
impacted no one needs to looks 30% DROP in consumers (R8 50 per cent versus R7 80 per cent) who believe it is 
at this region. Almost everything is O a GOOD time to BUY a DURABLE 
down, from income, job expectations 
to finally where it hurts the marketers , à И 
the most, intention to buy a durable ог © ncomeComparedToLastYear _ Financial Status Next Year. . „Business Condition Next Year - 














vehicle. However, if the lower-than- Oct. 04 
normal proceeds from the Kharif crop 1, 

is neutralised with what looks like 

an above normal Rabi harvest round 

the corner, the gloomy sentiment ferui pir cet 





may finally lift. 





SOUT ane 


1% DROP (R8 34 per cent versus R7 35 per cent) in consumers who say their 
© price adjusted REAL INCOME is up 


2% INCREASE in number of consumers (R8 47 per cent versus 45 per cent) who 
О want to SAVE MORE 


South: ir? О ther 17% INCREASE (R8 гори cent versus R7 63 рег cent) in number of consumers 
© who say now is a GOOD time to BUY an AUTOMOBILE 


ITH THE SOUTH'S ECONOMIC o INCREASE (R8 13 per cent versus R7 8 per cent) in people who say job mar- 
WIS IT & ITES, chugging 5 Ж ket will be GOOD this year 






ы illi O/ INCREASE (R8 86 per cent versus R7 61 per cent) in consumers who sa 
along finely at. $28 billion 25 А now is a GOOD time to BUY a DURABLE 4 


(Rs 1,23,200 crore) this fiscal, a 
на huge opportunity opening after the 
("5 . . «expiry of quotas in the textile sector, 
i : and a buoyant auto manufacturing 
t sector, it should not come as a sur- 
Н -prise to anyone that even the 
E tsunami has been unable to dent 
an upbeat customer. 
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Crompton Greaves touches our lives every day 


Every day of the week, every week of the year, since 1937, Crompton Greaves has 
touched our lives in many ways. Somewhere it provides pleasant breeze. 


Somewhere it helps pump water. Somewhere it lights up homes, offices and [ > = | Crompton 
streets. Somewhere it regulates trains. Somewhere its critical equipment runs | CGS iG reaves 


the core industry. Somewhere it helps the country grow by exporting worldwide. 


Somewhere or the other Crompton Greaves provides a solution. EVERYDAY SOLUTIONS 


Transformers » Switchgear - Power Quality - Motors & Alternators- Railway Signalling» 


glonline.com 


ts- Pumps- Telecom 


WWW.C 


Fans‘ Ligh 








Eas “Safety First 


1% DROP (R8 17 per cent versus R7 18 per cent) in consumers who say their 
© REAL INCOME has gone UP 


LÍ INCREASE (R8 85 per cent versus R7 84 per cent) in people who say they 
O will SAVE MORE 


15% DROP (R8 42 per cent versus R7 57 per cent) in number of people who 
O believe now is a GOOD time to BUY an AUTOMOBILE 


13% INCREASE (R8 21 per cent versus R7 8 per cent) in consumers who are opti- 
© mistic on JOB opportunities next year 





ITH THE LOWEST SCORES ON EXPEC- 


tations on price adjusted real 4% DROP (R8 49 per cent versus R7 53 per cent) in number of consumers who 
© believe now is a GOOD time to BUY a DURABLE 


income, the East presents a picture of 
people stuck in the past. Yet, there 
|, are some stirrings of change, with a 
Ё very high optimism on jobs on the 
back of a buoyant sentiment on busi- 
› ness conditions (surprise, surprise), 
"i though it has not translated into 
j intention to buy either a durable or 
auto, as yet. 








Wes 


1% DROP (R8 16 per cent versus R7 23 per cent) in people who say their price 
O adjusted REAL INCOME has gone up 


6% INCREASE (R8 51 per cent versus R7 45 per cent) in number of consumers 
© who want to SAVE MORE 


18% INCREASE (R8 68 per cent versus R7 50 per cent) in people who believe 
© now is a GOOD time to BUY an AUTOMOBILE 


ITH A BOOMING STOCK MARKET, SET 13% INCREASE (R8 21 per cent versus R7 4 per cent) in number ofconsumers 
to touch 7,500 by the end of © who are OPTIMISTIC about JOBS next year 





the year, strong corporate earnings 14% INCREASE (R8 63 per cent versus R7 49 per cent) in the number of 
O consumers who believe now is a GOOD time to BUY a DURABLE 


and healthier macro-economic fun- 
damentals, there is a spring in the 
step of consumers in the West, the 
financial and industrial hub of the 
country. And it is not just spends 
on durable and auto that are set to 
rise here, even hotels rooms, airline 
seats, and restaurant bookings are 
becoming hard to get! 


| 
| 
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Most consumer marketers seem to be revving up for action now. 
Even the growth-anaemic Rs 47,800-crore FMCG sector is 
showing signs of revival, having recorded positive growth 


Performance on 
ic poli Budget 2005 Vs. 2004 


economic Change in taxes 











Figures in percent: 8 WII go up î Wil соте down Wi No Change — 5 Don't know 
Prices Over Wil come down 2% 

The Next 12 No change 12% — 

Months  . Don't know 296 


Again, the intention to buy assets such as vehicles 
or durables is very strong, even though discretionary 
spends remain low. “There is a wealth effect driven by 
the stock market rally since end 2003," says Indranil 
Pan, Chief Economist, Kotak Mahindra Bank. And 
typically with a lot of small investors booking small- 
profits at the market—big enough for lunch and yet too 
petty to put away in the bank—indulgence categories 
such as mobile phones are booming. 

The taming of the Left on the need to keep 
going down the road on economic reforms, keeping 
inflation, which had climbed close to 8 per cent last 
September, under check to just over 5 per cent 
currently, the sharp bounce-back of the stock mar- 
kets post black Monday last year, and the strong 
rally in spite of a continuing family-feud in Sensex- 
heavy Reliance Industries, even the handling of 
the tsunami disaster, where we very self-consciously 
and somewhat dramatically turned down any 
foreign-aid, shows a certain maturity and strength 
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in governance. *There was no scare on prices when 
inflation was rising. And the tsunami has not even 
been a blip on the sentiment radar," says Soumya 
Mohanty, Director, Indica Research, a fact borne out 
by this government's score on both economic policy 
and expectations of the upcoming budget, with a 
majority 62 per cent people saying things have or 
will turn for the better this year. 

“All my clients are projecting buoyant growth 
and all of them are confident of overgrowing the 
market," says Partha Sinha, Executive Vice President, 
Publicis India. Well, he is right, for most consumer 
marketers seem to be revving up for action now, 
even though they are still cautious about calling it 
boom-time yet. *We already have a capacity issue," 
says a proud Atul Sobti, Executive Director of 
motorbike major Hero Honda. The company, 
according to Sobti, is managing to sell all of the 
2.25-lakh odd bikes it produces every month. 

Even the growth-anaemic Rs 47,800-crore fast 
moving consumer goods (FMCG) sector is showing 
signs of revival, with growth in the past two-three 
months in positive territory. “Most durable product 
categories are doing well because the sentiment is 
good, though overcapacity and competitive pressures 
means bleeding bottom lines or miniscule profits for 
marketers," says Rajeev Karwal, Chief Executive 
Officer, Electrolux India. From the consumers' 
point of view, though, what matters is the final 
price, irrespective of how the company manages 
that. “The consumer has been buffered on oil prices 
by the government's subsidy bill and on steel, plas- 
tic, and the like by fierce competitive pressure in the 
consumer goods market," adds Kotak's Pan. With 
continuing buoyancy in consumer attitudes, mar- 
keters have very slowly and tentatively started 
taking prices up, across FMCG, durables and auto, 
with indications of no adverse impact on demand, 
as yet. The consumer has clearly moved to a point 
where she sees the big buoyant India picture, 
beyond any minor and temporary setbacks. *The 
consumer is not even clamouring for tax breaks in 
the Budget this year, but wants the government to 
address the perennial and bigger issue, infrastruc- 
ture," adds Hero Honda's Sobti. For, barring any 
major geo-political or natural disaster, consumer 
sentiment is clearly in hugely positive territory 
and headed north. The ball is in the marketer's and 
the government's court now. 




















Strength for the weak, 
flexibility for the rigid. 
Mobility for the static, 
stability for the unsteady. 
Precision for the sharp, 
poise for the delicate. 


Steel is everything. Steel is life. 
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j INDICA RESEARCH INDEX OF CONSUMER SENTIMENT: JANUARY 2005 


. . Thelndica Research Opinion 


| Mood To Buy 


HE INDICA RESEARCH INDEX IS AT 169, A LITTLE HIGHER THAN WHERE IT WAS 

in February 2004. It is at its highest so far. In October last year 
there was a clear feeling of disquiet about the ‘next year’ on many fronts, 
especially on all business, price, employment and financial conditions. 
Barring price, all have improved. The expectations on employment, in par- 
ticular, have improved significantly. This optimism is also complemented | 
by an improvement in the mood to spend on durables and auto. The feel- Indica Research's Executive Director 
ing that it is a good time to spend than save is at its highest so far. B. Narayanaswamy 

Not only is the future looking good to the SEC A and B householders, it 
is looking good in ways that add a dose of solidity to the perceptions: 

m The rr/ ITES/ BPO sector has now clearly emerged from the clouds of uncer- 
tainty that the political posturing had caused during the American presiden- 
tial campaign. Deals such as the one between IBM and Daksh reinforce this. 
From the standpoint of an SEC A and в householder in the larger cities, these 
signals count for more than the current talks of an employment guarantee. 
m Investment is finally going in into the manufacturing sector as well. Indeed, 
we understand from CRISIL that the order books of capital goods compa- 
nies are looking exceptionally good. It may not create new jobs; after all, 
the new technology may well be more automata than human; and they have 
been traditionally overstaffed too. 

m The stock market’s vicissitudes may not evoke a solid feeling about the 
distant future. But profit-booking actions leave a nice, spendable amount 
especially if it happens just a little later than some famously large IPOs. Amounts 
that are not so large that one is tempted to save it away, or pre-pay a bit of 
the home loan, nor so small that it gets folded in into the wallet. 

Indeed it leaves just the right amount to buy that new mobile phone, or 
pc! The last few months have also seen concerted and pervasive promotions 
by credit- and debit-card issuers with cashback offers and holiday promos. 
This is a significant accelerator of the willingness to spend. When coupled 
with a few thousands that land in the wallet , it also lifts the consumer to 
touch the next higher price point. Robert Browning certainly did not 
have this in mind when he wrote about how ‘but a man’s reach should 
exceed his grasp’, but surely it should, or what else is a credit card for? 

More mood accelerators are coming in as well, The organised retail sec- 
tor is next, where the changes are likely to be fundamental, and more 
importantly, real in the sense that one can touch and feel the new, and not 
merely see it as on TV. The roads are filled with cars and bikes that are 
visibly no different from ‘anywhere in the world’, Satellite TV offered a new 
avenue to a new generation of marketers to broadcast their wares, and thus 
reach and address a new market. Newer retail formats are another version 
of the same thing—it amplifies the physical reach. 

So we daresay that this index is not just an improvement over the last 
round, but possibly also signifies that we are past a tipping point, when sud- 
denly a whole mass of people jolt out of a past, and collectively embrace 
a new norm. When that ultimate late adopter and laggard, the government, 
is changing the model of its car, it really must mean something. — El 
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THE BEST-RUN BUSINESSES RUN SAP 
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Intel rolled out SAP's supply chain management solution company-wide to help them respond 


quickly to market changes, obtain raw materials and produce more produc 





The combination of Intel" Itanium 2 
processor-based servers and SAP? software delivered enhanced performance, lower cost of ownership and the flexibility to 


adapt. Visit sap.com/intel to learn more. 


"Riding the New Wave, Growth Strategies for a Recovering Asia-Pacific" is a new Economist Intelligence Unit report that will help you 
gauge your growth aspirations and identify potential opportunities in the region. For a complimentary copy and to find out how БАР 
can help you realize your business goals, visit sap.com/asia/growth, e-mail info. indiaesap.com or call toll-free on WON 245959. 
























HE ORACLE OF OMAHA HAS 
called it “a dream deal”. 
As Gillette’s largest share- t 
holder, Warren E. Buffett, 
Chairman and CEO of 
Berkshire Hathaway Inc., is delighted 
with the $57-billion (Rs 2,50,800- 
crore) deal that created the largest 
consumer products company in the 
world. And understandably so. The 
mega marriage has created a new 


"ы 


The $57-billion 
merger between 
P&G and Gillette 
will create the 

world’s largest f, 
consumer 200054; 
company, 4G 
but it'll be a 3 
while before any 4 
major impact is 
felt in India. 


BY ABIR PAL 
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megacorp with a combined work- 
force of 140,000, market cap of 
` $186 billion (Rs 8,18,400 crore), 
21 billion-dollar brands and 
potential savings of $16 billion 





(Rs 70,400 crore). The Boston- 


based Gillette—a “guy” products 
company with a leading presence in 
shaving and grooming products, 
oral care and batteries—and the 
Cincinnati-based Procter & 
4 . Gamble (P&G)—best known for 
` its feminine hygiene products, 
detergents, diapers and sham- 
poos—together will own the 
world's largest stable of consumer 
brands, pushing current numero 
uno Unilever off its top perch. 
“Says David Bell, Co-chairman of 
the $5.8-billion (Rs 25,520 crore) 
InterPublic Group: *The merger 
further consolidates their posi- 
tion in the retail trade where they 
already had major positions." 
Meanwhile, the Rs 45,000:crore 





Indian fast moving consumer goods . 


(FMCG) industry is trying to piece 
together what this development 
means closer home. *P&G 
undoubtedly will now be a force to 
reckon with, but what's more sig- 
nificant is that the parent is sure to 
dis take a greater interest in the Indian 
S operations," says Nikhil Vora, Vice 


President of the Mumbai-based sski 
Securities, who keeps a close watch 
on the goings-on in the consumer 
goods space. 

In India, P&G operates though 


‚ two companies—the listed P&G 


Hygiene & Healthcare and the 
unlisted P&G Home Products. The 
former, with a turnover of 
Rs 586. 78 crore and a market capi- 
talisation of Rs 2,011.59 crore, 
handles Vicks medicated cough 
drops and feminine hygiene brand 
Whisper, while global mega brands 
like Ariel and Tide come under the 
Rs 507.53-crore unlisted entity. 
The Gurgaon-based Gillette India 
(formerly Indian Shaving Products), 
which closed 2004 with annual 
sales of Rs 406.31 crore, enjoys a 
commanding presence in shaving 
and men's grooming products, 
alkaline batteries and oral care. 


Big Is Still Beautiful 

Probably size, or the lack of it, is the 
biggest reason why in India you 
do not hear the gushing adulation 
that greeted the mega deal in the us. 
The post-merger P&G will remain 
the proverbial David when com- 
pared to the Rs 10,000-crore-plus 
Hindustan Lever (HLL) Goliath. And 
smaller Indian companies, too, do 


not seem unduly perturbed. Says 
Adi Godrej, Chairman of the 
Godrej een “I do not see it (the 
merger) having much of an impact 
on the market, as the acquisition of 
a wider product portfolio does not 
automatically confer value.” HLL. 
declined to comment on the issue. 

The top brass at P&G's spanking 
new India head office in Mumbai’s 
Andheri, too, is not very forth- 
coming. All CEO Shantanu Khosla 
has to say is:.“The deal has been 
announced recently and the plans 
for the Indian operations are yet to 
be worked out. It will take quite a 
while to know the answers to spe- 
cific questions raised by you. We 
are, therefore, not in a position to 
speculate on the outcome of this 
deal in India.” The big bosses at 
Gillette’s Gurgaon office are 
equally in the dark. “Who am I 
to talk about these things?” 
asks Zubair Ahmed, Managing 
Director of the company, adding 
that any statement in this regard 
could get him into serious trouble 
with the regulators. 

But despite this affected 
diffidence, both the companies 
seem to have found what they were 
looking for. P&G's Indian sub- 
sidiaries, long hamstrung by a 
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Gillette India 700 
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limited palette of offerings, gets 
instant access to a line-up of male 
shaving and grooming products 
and oral care brands that comple- 
ments its own portfolio. Compared 
to soaps and detergents, these offer 
far better growth prospects, as 
penetration levels are still fairly 
low. Gillette, though limited to 
cities and large urban settlements, 
also brings a loyal consumer base to 
the table. “They’re one of the pio- 
neers in merchandising. Their share 
of wallet is very high compared to 
their share of visibility,” says 
Saugata Gupta, Head of Marketing, 
Marico Industries. That is why 
Gillette India’s stock has histori- 
cally traded at 37 times earnings 
compared to P&G Hygiene’s 22 
times. Combine this with P&G's 
formidable marketing and brand- 
building muscle, and you poten- 
tially have a combination that is 
greater than the sum of its parts. 
Then there is the mouth 
watering prospect of cost savings— 
at a time when all consumer goods 
companies are getting squeezed 
between rising raw material prices 
and falling MRPs. Says Shuhag 
Ghosh, Senior Manager at inter- 
national consultant AT Kearney: 
“In global mergers of this size, it’s 
not unusual for 40-45 per cent of 
the synergy benefits to come 
from the supply chain side, espe- 
cially areas like procurement." Of 
course, all the analysts, industry 
experts and consultants Business 
Today spoke to qualified every 
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pronouncement they made by 
saying that ultimately, the benefits 
from the merger would depend on 
the form it finally took. 


The Road Ahead 

That, in turn, depends on the fine 
print being scripted by Messrs A.G. 
Lafley and J.F. Kilts, the CEOS of 
P&G and Gillette, respectively. It’s 
not yet clear if the two P&G siblings 





P&G India (CEO 
Shantanu Khosla 
above) gets access 
to male shaving 
and grooming 
products that offer 
better growth 
prospects, as their 
penetration is low 
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P&G Home Products 


Sales 507,53 
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in India and Gillette will merge 
into one company or maintain their 
separate identities. Significantly, 
P&G retained Wella India, a hair 
cosmetics company, as a separate 
entity after taking over its German 
parent in 2003. It’s also not clear 
whether the marriage in India will 
lead to a buyback offer and a sub- 
sequent delisting of the shares. 
According to Securities and 
Exchange Board of India (SEB) regu- 
lations, global takeovers, which 
involve a change in management, 
will trigger its Takeover Code, 
which makes open offers manda- 
tory. If SEBI decides to treat the case 
on its merits, then a lot will depend 
on how it is structured. 

The matter is further compli- 
cated by the fact that Gillette India’s 
89 per cent promoter holding 
includes a 15 per cent stake held by 
Kolkata-based businessman Saroj 
K. Poddar, one of the people res- 
ponsible for bringing the men’s 
grooming company to India. This 
savvy businessman, who is, inci- 
dentally, K.K. Birla’s son-in-law, 
is the largest single Indian share- 
holder in Gillette India. Poddar, 
whose holding is worth Rs 330 
crore, has been vocal about not 
only retaining his stake, but also 
continuing to have a say in matters 
befitting his status as a promoter 
shareholder. “We have shown very 
good results this year (net profit 
for 2004 rose 37 per cent to 
Rs 61 crore) despite a 30 per cent 
increase in promotional spending to 
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PRESIDENT OF INDIA 

They truly embody the infinite excellence 
of human endeavor 





Sh. Ratan N Tata Dr. R A Mashelkar Smt. Ela Bhatt 
in Business in Science & in Community 
Technology Service & Social 


Upliftment 





Indian Institute of Management 
Lucknow 
In association with 


« LAKSHMIPAT SINGHANIA X 


"wr а я 








E 
8 
T 
1 
t 


or Vo 


Rs 58.29 crore. I have great faith in 
this company and its management,” 
says Poddar. So also, it seems, do 
investors. In the us, Buffett, who 
already owns 96 million Gillette 
shares, has announced plans to 
increase his eventual stake in the 
post-merger P&G to 100 million 
shares. In India, the P&G scrip rose 
4.53 per cent to Rs 612.55 and 
the Gillette stock jumped 7.1 per 
cent to Rs 674.65 on the Bombay 
Stock Exchange, the day after the 
deal was announced. Since then, 
the shares have moved down mar- 
ginally and stood at Rs 611.80 
(P&G) and Rs 666.15 (Gillette) as 
on February 4, 2005, respectively. 
But this is still substantially above 
the level at which they stood on the 
day the merger was announced. 
Globally, the merger has already 
led to the announcement of 6,000 
job cuts, but no immediate retren- 
chment or rationalisation of manu- 
facturing facilities are expected in 
India as there is no overlap of pro- 
ducts. Planned cuts, if any, will 
also take a long time coming. 
Typically, global mergers of this 
scale—ike P&G's previous takeovers 
of Clairol and Wella or HLL’s 
Brooke Bond Lipton mergers— 
take years to fully consummate. 
The marriage comes at a time 
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when the Indian FMCG industry is 
developing a taste for acquisitions. 
Led by the recent Dabur takeover 
of some Balsara brands, the signs 
are encouraging. Seven out of the 
eight FMCG companies, which 
recently declared quarterly results, 
made profits. Innovative new pro- 
ducts are being introduced in cate- 
gories ranging from tea to choco- 
lates. Ad spends have stabilised and 
the most encouraging sign is that 
P&G and HLL have raised prices of 
detergents, something which should 
enable them to improve their mar- 
gins. “I will not be surprised if 
FMCG is the joker in the pack this 
year,” prophesises Amitabh 
Chakraborty, Vice President & 
Head of Research, Kotak Securities. 
While P&G traditionally has a 
reputation for rewarding its club 
agencies, the ad world is guarded 
on what this would mean for the 
industry. “One less advertiser 
means there will more pressure 
on ad agencies, although the lucky 
one(s) will get a larger size of the 
pie,” says Sam Balsara, CMD, 
Madison Communications, who 
does media buying for P&G, cau- 
tiously. All eyes, then, are trained 

on Cincinnati. EJ 
ADDITIONAL REPORTING BY 
KUSHAN MITRA 








THE SECOND ANNUAL BT-CIRRUS 
IMAGE REVIEW OF CEOS AND 
COMPANIES THAT MANAGED TO GET 
THE BEST PRESS IN 2004. 


bt special 


N A WORLD WHERE EVERYONE IS CHASING 
headlines, image becomes the simple function of 
three parameters: how you see yourself, how the 
world sees you, and what you do to get the world 
to see you the way you want to be seen. The 
listing on the right, of 50 companies, all big 
names in the Indian context, is, in some ways, a 
measure of image management. That a mere five 
companies of the 50 have a Quality of Exposure 
(score) less than 100 is significant. The QoE, as 
explained in the glossary/methodology on the far right that anyone t 
wanting to make sense of this feature must read, is simply the ratio 
of good press a company receives to the overall press it does. 
Given that, only five companies fail to make the grade in terms of 
image management. Of the five, one is Air-India, the national 
carrier, and its low QoE shouldn’t surprise anyone. Another is 
Hindustan Lever Limited, which almost breaks even (QoE of 98.1, 
and more on this later in the piece). And the other three are 
companies belonging to the Reliance Group—Reliance Industries, 
Reliance Infocomm and Reliance Energy—victims of an internecine 
battle between Mukesh Ambani and his younger brother Anil, 
the spiritual Siamese twins who once ran the group together. 
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“THE SECOND ANNUAL BT-CIRRUS REVIEW - 
OF CEOS AND COMPANIES THAT MANAGED TO 
GET THE BEST PRESS IN 2004. 
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COMPANY 


Infosys Technologies 
Reliance Industries 
Wipro 

Bharti Tele-Ventures 
Hindustan Lever 
Maruti Udyog 
Microsoft 

ICICI Bank 

Tata Motors 

BSNL 

Hyundai Motor India 
LG Electronics 

Bajaj Auto 


1 Reliance Infocomm 
jj lata Consultancy Services 


Samsung 
DaimlerChrysler India 
State Bank of India 
Indian Airlines 
General Motors India 
IBM 

Mahindra & Mahindra 
LIC 

Toyota Kirloskar Motor 
ITC 

HDFC 

Ford India 

TVS Motor Company 
Nokia 

MTNL 

Hero Honda Motors 
Intel 

Jet Airways 

Air-India 

Ranbaxy 

Honda Siel 

Aptech 

Reliance Energy 

UB Corporate 

Satyam Computer Services 
Hutch 

Tata Steel 

HP 

Procter & Gamble 

NIIT 

Shoppers' Stop 

Air Sahara 

HDFC Bank 

Sony India 

VSNL 


TOTAL IMAGE 
SCORE 


82,057.8 
69,183.5 
64,815.1 
99,978.2 
93,863.7 
92,189.3 
90,194.1 
46,267.4 
41,680.3 
40,570.8 
39,936.9 
35,358.3 
33,295.1 
33,115.9 
32,951.1 
32,753.9 
30,882.6 
29,866.6 
29,093.1 
28,825.4 
26,897.5 
24,339.8 
23,7124 
23,6214 
23,473. 
22,334.7 
20,809.0 
20,598.6 
20,305.8 
18,658.4 
17,625.0 
17,601.5 
17,533.5 
17,170.6 
17,0433 
14,847.8 
14,355.8 
14,305.3 
14,206.9 
14,168.0 
139905 
137388 
13,5086 
133217 
13,226.0 
13,1600 
12,7949 
11.9489 
119130 
11,8923 


TOTAL VISIBILITY 
SCORE 


61,613.8 
75,576.9 
43,177.9 
37,391.5 
54,9199 
41,099.1 
46,447.5 
35,9018 
28,334.7 
38,313.3 
31,4541 
24,380.7 
23,352.9 
37,387.9 
234134 
22,882.8 
24,392.3 
25,870.2 
25,196.7 
24,560.1 
19,929.5 
19,714.0 
21,742.2 
17,362.6 
17,213.9 
153444 
16,646.7 
15,943.6 
14,7958 
17,636.2 
12,280.0 
13,441.5 
13,603.4 
19,440.4 
13,498.4 
12,055.6 
11,645.2 
19,177.5 
12,027.6 
9,525.5 
9,568.6 
10,0228 
10,323.1 
10,145.6 
10,242.7 
9,761.6 
9501.5 
8,301.9 
8,612.2 
9,204.1 


QUALITY OF 
EXPOSURE 


133.2 
91.5 
150.1 
1.7 
98.1 
127.0 
108.1 
128.9 
147.1 
105.9 
127.0 
145.0 
142.6 
88.6 
140.7 
143.1 
126.6 
115.4 
115.5 
117.4 
135.0 
123.5 
109.1 
136.0 
136.4 
145.6 
125.0 
129.2 
137.2 
105.8 
143.5 
130.9 
128.9 
88.3 
126.3 
1232 
123.3 
746 
118.1 
148.7 
1462 
137.1 
1309 
1313 
129.1 
1348 
1347 
1439 
138.3 
129.2 


5 VISIBILITY SCORE 

This is a function of the size of 
the article, its position in the 
publication (cover story, first 
page, etc.), and the readership 
of the publication. 


^ IMAGE SCORE: 

Visibility scores for each 
article are multiplied by 1, 2 
or -1 depending on whether 
the article is neutral, positive 
or negative. 


= QUALITY OF EXPOSURE: 
This determines the 
relationship between 

visibility score and image 
score. Mathematically, it 

is the image score divided by 
the visibility score expressed as 
a percentage. Thus, a QoE of 
around 100 per cent indicates 
that the coverage has been 
largely neutral, a score 
significantly higher than 100 
per cent that the coverage 

has been largely positive, and 


that significantly lower than 
100 per cent that the coverage 
has been largely negative. 


В CATEGORIES: 

The scores are pigeonholed 
across various industries 
(banking, consumer durables, 
automotive, telecom, etc.). 


E GENRES: 

The scores are pigeonholed 
across various genres 
(marketing and sales, 
finance and financial 

results, corporate, product 
launches, personalities, etc.) 


В COVERAGE: 

English and vernacular 
newspapers. And English 
and vernacular magazines. 
Unlike the coverage of 
politics, sports or entertain- 
ment, that of business is 
still dominated by the 

print medium. 


™ TIME PERIOD: 
January 1, 2004 to 
December 31, 2004. 








КО SECTOR TOTAL IMAGE TOTALVIsIBILITY шилт ж Twelve companies, almost a fourth 


SCORE SCORE EXPOSURE of the listing, belong to the auto- 
im IT & ITES 4544071 3505198 129.6 көн ee iene are 
J| попой COEM — teno ончо 
ЇЇ Telecom 2481720 2067680 1200 Industries, expectedly, got written 
M Fast Moving Consumer Goods 179348.1 — 1748205 102.6 about the most (visibility), although 
339 Consumer Durables 1454428 1065536 136.5 a et Айша ки зеў рй seems 
: to have been balanced or negative. 
M. tel & Travel T p vn Bharti Tele-Ventures got written 
_ l ines, ote У rave REY ае у about only half as much, but the 
9 Financial Services 797494 65,7595 1213 bulk of the coverage seems to have 
Î Pharma and healthcare 79569.9 ^ 66,5762 119.5 been positive (that explains its QoE 
Ti] Insurance 723530 595925 1214 оѓ around 150, around the same 
that of Wipro's). 
The clear winner, however, 
IT & ITES would have to be Infosys. In 2004, 
PTT COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITY OF only Reliance got more press than 
SCORE SCORE EXPOSURE it (and everyone knows why), and 
IM Infosys Technologies 82,0578 616138 1332 поа e Li os nbn 
^ positive (its ООЕ is a healthy 133). 
Е Wipro 64,815.1 43,1773 150.1 Companies such as Johnson & 
OE Microsoft 90,194.1 46,447. 108.1 Johnson (globally, one of the most 
[ШЇ Tata Consultancy Services 32,951.1 23,4134 140.7 quiet companies in the business 
m IBM 26,897.5 19,929.5 1350 of fast moving consumer goods) 
may have their reasons for pre- 
ferring anonymity, but for most 
AUTOMOTIVE companies on the BT-Cirrus list, 
ШШ COMPANY TOTALIMAGE — TOTAL VISIBILITY А and many off it, image equals 
ar т" money, іп terms of market value, 
im Maruti Udyog 52,189.3 4,099.1 127.0 . _ should the companies be listed (or 
ME Tata Motors 416803 28,3347 1471 be planning. an initial public 
Й Hyundai Motor India EDU i41. ШШ - offering), brand equity, ог фе sit 
I Bajaj Auto END 2:79 КИШ Po comers о 
Ж DaimlerChrysler India 308826 243923 1266 Now for Hindustan Lever 
Limited. Its QoE of 98.1 isn't all 
that bad given the sheer volume 
© vere COM E юнит  OUALITY OF of press it received in 2004 (third, 
SCORE SCORE EXPOSURE after Reliance and Infosys). And 
I Bharti Tele-Ventures E s EE eese Dr Meir image 
2 BSNL 40,5708 38,313.3 105.9 scores are a fraction HLL’s. If there’s 
eae Reliance Infocomm 33,115.9 37,387.9 88.6 a moral in this story it is that the 
E MTNL 186584 17,6362 1058 image score, not QOF, is paramount, 
HS Hutch 13.990.6 9 568.6 146.2 although a very low QoE, like Coca- 
] i : Cola India's 53.1 is definitely cause 
for concern. In HLL’s case, the fact 
FMCG that everyone concerned, analysts, 
ШЇ COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITYOF = consultants and the media, decided 
"- iau — to take a wait-and-watch approach 
IBI Hindustan Lever 53,863.7 54,919.9 98.1 to its restructuring into two busi- 
ME Procter & Gamble И 101456. ЩЩ esses with two: CEOs, seems to 
BM Coke India ПОО 1:02 BENE Ре Worked init favour. 
ME Dabur India 8,925.8 6,493.2 137.5 


SE Marico Industries 8,582.6 6,361.1 134.9 


ТТР" 


‘ 


CONSUMER DURABLES 


COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITY OF 
SCORE SCORE 









EXPOSURE 
LG Electronics 353583 243807 145.0 
Samsung 321539 228828 1431 
Sony India 11,8846 8,5911 138.3 
Titan Industries 10,4824 6,940.3 151.0 
Philips India 9,900.0 7,491.8 132.1 
BANKING 
u$ COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITY OF 
SCORE SCORE EXPOSURE 
ICICI Bank 462674 359018 1289 
State Bank of India 298640 258675 1154 
HDFC Bank 1,9489 83019 143.9 
HSBC 101330 7,684.1 131.9 
IDBI Bank 7,943.2 6,539.4 121.5 
AIRLINE/HOTEL & TRAVEL 
COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITY OF 
SCORE SCORE EXPOSURE 
Indian Airlines 290931 25,1967 . 1155 


Jet Airways 175335 136034 1289 
Air-India 171706 194404 . 883 

Air Sahara 127949 9,501.5 1347 
Indian Hotels 6,804.3 5,487.5 124.0 


FINANCIAL SERVICES 


ТОЯ COMPANY TOTALIMAGE ТОТА VISIBILITY QUALITY OF 
SCORE SCORE EXPOSURE 
HDFC 223347 15,3444 14556 
IDBI 116564. 113382 1028 


Kotak Mahindra Asset Mgmt. — 42589 3,965.2 1074 
Prudential ICICI Asset Mgmt. — 4,1858 4,191.0 99.9 
Birla Sun Life Asset Mgmt. 4,101.1 2,898.8 141.5 





= PHARMA & HEALTH CARE 
= COMPANY TOTAL IMAGE TOTAL VISIBILITY QUALITY OF 
ES SCORE SCORE EXPOSURE 
Ў Ranbaxy 170433 134984 1263 
2 Dr. Reddy's 6,392.9 8,195.3 78.0 
WAS Ни Nicholas Piramal 6,004.8 4814.5 124.7 
THEME FOR 2004, AND EVERYONE seg hen e du s 
IS WAITING TO SEE WHAT THE NAT Try " 
TRIUMVIRATE OF CHAIRMAN 
M.S. BANGA (TOP), MD (FOODS) 050 ЛЕСЕ TOTAL IMAGE TOTAL VISIBILITY QUALITY OF 
S. RAVINDRANATH AND MD (HOME SCORE SCORE EXPOSURE 
& PERSONAL CARE) ARUN ADHIKARI im LIC 23,712.4 21,742.2 109.1 
WILL DELIVER 48 ICICI Prudential Life Insurance — 7,064.9 5,246.4 134.7 
mm Birla Sun Life Insurance 5,695.2 43712 130.3 
Kotak Life Insurance 4,525.4 3,871.7 116.9 


Aviva 42846 3,2169 133.2 





bts 
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SECTORS ON A ROLL 


N 2004, THE WORLD WAS TALKING ABOUT INDIAN IT AND IT-ENABLED 

| services firms, and the country’s booming telecom market 

(the second most happening market in the world, after China, 

as the ceo of a global telecommunications firm put it). Then, there 

was the fact that everyone expected Indian carmakers to sell over 

a million units in a calendar year for the first time ever (a factoid 

that, no doubt, had something to do with the 10 cars that were 

launched in 2004). Predictably enough, the three sectors accounted 

for more image points than all other sectors in the top 10 (see Top 
10 Sectors on page 90). 

A rough back-of-the-envelope calculation would seem to sug- 
gest that across sectors, companies that boasted image scores in 
excess of 30,000 or 35,000 were responsible for much of the good 
news: there were Infosys, Wipro, Microsoft, and Tcs in ir; Maruti, 
Tata, Hyundai, Bajaj and DaimlerChrysler in auto; Bharti, BSNL and 
Reliance Infocomm in telecom; HLL in fast moving consumer 
goods; 16 and Samsung in consumer durables; and icici Bank in 
banking. The pharma industry, despite its great performance on 
the bourses—the et Pharma index moved from 212.77 on Janu- 
ary 1, 2004 to 249.86 on December 31, 2004, an increase of 17.43 
per cent; in the same period the gr 50 index moved from 220.73 
to 253.55, an increase of 14.86 per cent—has not really managed 
to attract as much attention as any of these other industries. 

A halfway decent mathematician, willing to invest time and some 
serious effort, can surely arrive at an equation linking a company's 
image score and ao to its stock price. However, this magazine would 
advise against such an approach. While it is true that the future 
performance of a company’s stock is based on its performance and 
potential, both factors that are, in turn, reflected in its image score, 
linking the first to the third would be stretching things a bit. 
Still, if fundamental, or technical analysis bores you, try this. 
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Nothing left uncovered in Gujarat. 


Ф 





Launching the 5th main edition 
in Gujarat from Rajkot... 


...after Ahmedabad, Surat, Baroda and Bhavnagar. 


Divya Bhaskar covers entire Divya bxc 
Gujarat, with 5 main editions and | fecu 52 Sl 
17 district editions. Jus аф лан ай coal 





Frontrunner in Gujarat 


Gujarat: * Area: 1.96 lakh sq. km. * 25 districts * 242 towns · 18,618 villages 
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COMPANY 


Marketing and Sales 
Corporate 
Personalities 
Product Launches 
Financials 


MARKETING & SALES 


COMPANY 


Maruti Udyog 
Hyundai Motor India 
BSNL 

Reliance Infocomm 
LG Electronics 


COMPANY 


Reliance Industries 
Infosys Technologies 
Wipro 

Tata Group 
Microsoft 


aS 


ot E Ela 
#5, | ге ia 
^s ai Aen 

cd EIE. 


TECH GLIMMER TWINS - 


TOTAL IMAGE 
SCORE 


795,094.8 
292,116.1 
217,011.7 
180,727.8 
119,926.6 


TOTAL IMAGE 
SCORE 


28,255.9 
24,653.6 
24,326.6 
20,863.1 
18,513.1 


TOTAL IMAGE 
SCORE 


19,585.3 
16,816.5 
11,723.8 
11,385.0 
8,277.8 


TOTAL VISIBILITY 
SCORE 


657,380.9 
337 ,325.7 
191,095.4 
98,881.9 

101,015.8 


TOTAL VISIBILITY 
SCORE 


21,811.8 
20,146.6 
20,393.2 
14,720.5 
13,670.5 


TOTAL VISIBILITY 
SCORE 


32,656.3 
12,418.6 
8,316.8 
9,393.3 
7,517.0 


QUALITY OF 
EXPOSURE 


120.9 
86.6 

113.6 
182.8 
1187 


QUALITY OF 
EXPOSURE 


129.5 
1224 
119.3 
141 
1354 


QUALITY OF 
EXPOSURE 


60.0 

1354 
141.0 
121.2 
110.1 


IN THE 
PUBLIC EYE 


ARKETING COMPANIES MAY BE 
rapidly losing ground to 
information technology, 


consulting and financial services 
firms on B-school campuses across 
the country, but in terms of cove- 
rage (in the media) and the con- 
sequent public interest, marke- 
ting, sales and everything to do 
with the two, rule. The fact that 
product launches are not part of 
this classification (product launches 
in at #4; see Top 5 Themes) only 
lends credence to this line of rea- 
soning. However, although mar- 
keting and sales boast an image 
score of 795,094 points, the com- 
pany ranked first in this theme, 








atterns ^ An Insigh 
eneral Manager &« 
usiness, ICICI Bank 
netic Activity in Mal 
ya Group. india 
ure Shopping Trends 


Principal KS 


1. A New Generation o 


y Partner Landmark, in 
CEO, Mocha, Indis and А 
| Fabindia india 


Value for a Nation : De-fragmentatios 
е indian Supply Chain 
Gel ating. pin. Exper nce Ма B. M. Vyas, Managing Director, GCMMiE 
Mr: Ro Ho, General Manager, Pars : p 


pment Planning: A 


is Flow - Mr Yoo h Samat, inorbit Malis 
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services, India 


їй Godrej. Chairman. Godrej Group, India 


$ Through Vendor 
nt Process - Mr. * Confirmation Awaited 
IC Penney Sourcing’ & Mr. Raghav : 
KSA Technopak, indi 


Peveloping and Monitoring Appropriate Retail 
Performance Metrics - Mr. Krish Iyer, Piramyd & 
5. Saloni Nangia, KSA Tec. 

















ollaborative Category Man и uf m - t 
Hr. Darshan Monts Arvind Brands & Mr. Govind 23-25 FEBRUARY. 2008 
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| NEW DELHI, INDIA 
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RANK 


qn — GW Por 


COMPANY 


Infosys Technologies 
Wipro 

Reliance Industries 
ICICI Bank 

Bajaj Auto 


PRODUCT LAUNCHES 


COMPANY 


Tata Motors 

Hyundai Motor India 
Samsung 
DaimlerChrysler India 
General Motors India 


COMPANY 


Tata Consultancy Services 
ICICI Bank 

Infosys Technologies 
Reliance Industries 

Wipro 


TOTAL IMAGE 
SCORE 


22,451.8 
16,179.5 
14,456.4 
7,963.6 
6,932.3 


TOTAL IMAGE 
SCORE 


7,090.0 
6,313.0 
6,278.9 
6,162.0 
5,768.3 


TOTAL IMAGE 
SCORE 


8,588.2 
6,553.0 
6,524.2 
4,260.6 
4,052.6 


TOTAL VISIBILITY 
SCORE 


19,8168 
11,360 
12,753.7 
5,918.9 
4,9129 


TOTAL VISIBILITY 
SCORE 


3,847.3 
3,832.3 
3,181.6 
3,435.2 
3,772.8 


TOTAL VISIBILITY 
SCORE 


7,599.4 
5,908.3 
4,593.3 
4,247.9 
2,703.9 


QUALITY OF 
EXPOSURE 


113.3 
142.4 
113.4 
134.5 
141.1 


QUALITY OF 
EXPOSURE 


184.3 
164.7 
197.4 
179.4 
152.9 


QUALITY OF 
EXPOSURE 


113.0 
110.9 
142.0 
100.3 
149.9 


Maruti, accounts for a mere 
28,256 points. In contrast, altho- 
ugh the personalities theme boasts 
an image score of 217,011 points, 
Infosys, the #1 in this category 
accounts for 22,451 points. In 
effect, coverage in the marketing 
and sales category is scattered 
among hundreds of companies, 
while those in the corporate, per- 
sonalities, product launches and 
financials categories are concen- 
trated among far fewer compa- 
nies. For instance, the top five 
companies in the marketing and 
sales category account for 14.66 
per cent of the total image points 
(for this category), while the top 
five in the corporate category 
account for 23.2 per cent of total 
image points, and the top five in 
the personalities category account 
for 31.33 per cent. 





THE RELIANCE PLEDGE 


4 lakh villages 
5700 towns 
65 crore Indians 


Unlimited India 


On the occasion of our 56th Republic Day, we pledge to make India truly 
resurgent. 


By the end of the year, Reliance will usher in unlimited possibilities touching 
every nerve of our great nation. 


The power of internet will be on every fingertip making every Indian equally 
empowered. Enabling them to experience an India that is truly unlimited. 


Superior voice clarity. Reaching Covering 92 % of the 
High speed internet access. two out of every national highways and 
Anywhere. Everywhere. three villages. 85% of the rail routes. 


Reliance IndiaMobile 


www.relianceinfo.com Kar Lo Duniya Mutthi Mein 
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MAN ON TUF 


GOLLI COMPANY 


Azim Premji 

N.R. Narayana Murthy 
Anil Ambani 

Vijay Mallya 

Nandan Nilekani 
Kumar Mangalam Birla 
Mukesh Ambani 
Anand Mahindra 

Sunil Mittal 

II] Ratan Tata 


со å wN с» ی‎ — Со о — 
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TOTAL IMAGE 
SCORE 


15,176.6 
13,086.8 
7,069.0 
5,108.5 
4,345.7 
3,960.1 
3,937.0 
3,717.2 
3272.1 
2,192.7 


TOTAL VISIBILITY 
SCORE 


10,816.1 
11,612.3 
6,482.9 
5,084.7 
3,828.5 
3,418.4 
2,724.2 
3,671.3 
2,904.5 
1,651.8 





QUALITY OF 
EXPOSURE 


140.3 
112.7 
109.0 
100.5 
113.5 
115.8 
144.5 
101.3 
1127 
132.7 


IS A FUNCTION OF WEALTH, INDIA'S RICHEST MAN 
AZIM PREMJI, THE CHAIRMAN OF WIPRO, IS THE MOST POWERFUL 
BUSINESSMAN IN THE COUNTRY (AS INDICATED BY HIS PRESENCE IN 
FORTUNE'S POWER LISTING). NOT SURPRISINGLY, HE IS AMONG THE 
MOST WRITTEN ABOUT (AND HE ALWAYS GETS GREAT PRESS) 





THE QUIET 
BILLIONAIRE 


ZIM H. PREMJI, THE 59-YEAR- 
old Chairman of Wipro 
Limited, does not have 


as public a persona as, say, his 
counterpart at that other 
Bangalore-based software giant 
Infosys technologies, N.R. 
Narayana Murthy. The latter 
speaks candidly, and at length, 
and at every available opportunity 
on the poor state of India’s 
infrastructure, the need to have 
large cities directly governed by 
the central government to prevent 
them falling prey to political 
quirks of the local government, 
and just about anything else that 
has a bearing on the develop- 
ment of the country. The former 
speaks as well, but he speaks 
less. He is also far more reclusive 
(although that term can be used 
only in a relative way for both 
gentlemen; neither is a recluse 
really) than Murthy and, at one 
time, his paranoia about security 
manifested itself in an electri- 
fied fence around the company's 
corporate headquarters (this 
magazine isn’t sure if it is still 
around). Like Murthy, Premji is a 
philanthropist, but the one thing 
that makes sure he gets written 
about almost as much as the 
former (and enjoys a much 
higher aoe) is his holding (83 
per cent at last count) in Wipro 
Limited, which makes him, by 
far, the richest man in India. He 
is rich beyond imagination, aus- 
tere in his habits, articulate and 
runs one of India’s most respec- 
ted companies. That helps. 


with Wm dh 
IBM EXPRESS. 








EMPOWER YOUR BUSINESS WITH FACE-TO-FACE CONNECTIVITY 








AVAYA 
GLOBALCONNECT 


www.avayaglobalconnect.com 


Ў POLYCOM’ 


bt special 


THE 
FRONT PAGE 


VERYONE'S ENDURING OBSES- 
Е = іп 2004 маѕ (апа соп- 

tinues to be, as this article 
goes to press in’ February 2005), 
the spat between Reliance's 
Mukesh Ambani and his younger 
brother Anil Ambani. That could 
explain why Reliance made the 
front pages more than any other 
company (and how). Thus, while 
Reliance's visibility score was 
43,813, Infosys’ was 8,624 and 
Wipro's 7,155. The spat (as one 
would have expected) had its 
echoes in the editorial page too, 
with the company coming in third 
in terms of visibility score, after 








infosys and Wipro. However, much Mag COMPANY a er wd bones 
of the coverage the company : 

recéived, both on the front page Reliance | 329570 43,8130 752 
and on the editorial page, was Infosys Technologies 11,5756 8,624.0 134.2 
negative, which explains the qot of J Wipro 110642 7,1554 154.6 
75.2 and 77.7 respectively. The Ell BSNL 86948 ^ 63199 137.6 
stand-out performance came from UN HDFC 4318.1 3,087.2 139.9 
Infosys (#2 in terms of image on im Microsoft 4,242.5 3,720.4 114.0 
the front page and #1 in terms of Indian Airlines 4,043.5 3,1337 129.0 
image on the editorial page) and Ж Bharti Tele-Ventures 3,949.6 2,598.2 152.0 
Wipro (#3 and #2). Clearly, much II Maruti Udyog 38021 6 110.9 
of that has to do with the fact that ICICI Bank 3,779.3 3,254.1 116.1 


both companies are leaders in one 
of the most happening sectors in 
the country, and both have very 
visible leaderships (N.R. Narayana 





Murthy and Nandan Nilekani in LITT COMPANY TOTAL IMAGE TOTAL VISIBILITY — QUALITY OF 
the case of Infosys, and Azim TE T" — 
Premji and Vivek Paul in the case II Infosys Technologies 2,138.7 1,738.7 123.0 
of Wipro). Given that the Indian ir Ф Wipro 1,341.3 1,309.9 102.4 
services industry is expected todo RE Reliance Industries 894.8 1,151.0 77.7 
even better in 2005, this state of — EMI Cognizant Technology Solutions 6848 684.8 100.0 
things is likely to continue. Unless, Й Tata Group 570.0 388.8 146.6 
of course, the Brothers Ambani SE Hero Group 459.6 459.6 100.0 
spend the better part of the year: Wi Maruti Udyog 423.3 405.6 104.4 
biting ani тир, Ж ICICI Bank 4040 4008 100.8 
UM IBM 386.8 315.9 1224 
102 wusinrss торлу FEBRUARY 27 200: BAM] Tata Consultancy Services 386.7 370.9 104.3 
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Bata has been voted ‘Most Admired Footwear Company’ at the 


Images Fashion Awards, third time in a row. An accomplishment 
made possible by you, our valued customers. That’s why, this 
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reaffirms our commitment to serve you with the best. 
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ANATOMY OF 
A CONFLICT 


INCE LATE 2004, RELIANCE 
Industries’ Chairman 
Mukesh Ambani, and its 


Vice Chairman and his younger 
brother Anil have used the 
media to make each’s posi- 
tion vis-a-vis the other clear. 
However, while the media 
(especially newspapers) have 
written extensively about this, 
much of the coverage has been 
negative (and justifiably so). 
Thus, the image scores and 
Quality of Exposure of almost 
all companies in the Reliance 


fold, Reliance Industries, 


Reliance Energy, have suffered, BEEN CONSIGNED TO STORAGE. WE DUG IT OUT BECAUSE IT BEST ILLUSTRATED 

both overall and in the indi- THE FALLOUT OF THE BATTLE BETWEEN RIL CHAIRMAN & MD MUKESH AMBANI 

vidual categories in which they (RIGHT) AND HIS BROTHER, RELIANCE INDUSTRIES VICE CHAIRMAN & MD, ANIL 
appear. Still worse, despite 
their best efforts, neither 
brother looks good. Thus, 
Mukesh Ambani’s aot (in the 


BHASKAR PAUL 








NO WINNERS HER 


context of this conflict and the b. bur ud QUALITY OF - 
moves made by him and his 

camp) is 59.2 and Anil Moves by Mukesh 80187 135473 592 
Ambani's 44.8. More proof Moves by Anil 53988 . 0 448 
that the spat between the two The Group (moves by Mukesh 

was, and is, bad for business + moves by Anil + general 5,480.7 676728 8.1 


comes from the combined QOE 
of the group, a mere 8.1. That 
would mean that much of the 
writing has focussed on alleged i \ | 
violations of good governance 


discussion on the issue) 








COMPANY TOTALIMAGE  TOTALVISIBILTY QUALITY OF 
practices by the group's com- SCORE SCORE EXPOSURE 
panies. The scores seem to Reliance Industries (overall scores) 69,1835 — 755769 | 915 — 
сте жи ж Reliance Infocomm (overall) 331159 373879 886 
aisle at K eettement that is Reliance Energy (overall) 143053 . 19,1775 74.6 | 
equitable in either's mind, the Reliance Industries * 195853 32,6563 600 
two brothers have embarked Reliance Епегру* — 5,127.8 10,6351 482 
оп an internecine fight. * In corporate category 


104 BUSINESS TODAY FEBRUARY 27 2005 


GUEST COLUMN Ш SOURAV DE, HEAD/ CIRRUS 





HE DEBATE ON ADVERTISING 
T public relations (PR) 

refuses to die. Some have 
even predicted the end of adver- 
tising as we know it and the emer- 
gence of PR as the most effective 
tool of mass communication. Will 
the world look any better without 
the razzmatazz of advertising? We 
do not know. What we do know, 
however, is that PR has started 
playing a key role in the building of 
brands. A look at the more suc- 
cessful global brands of the last 
decade, Google, eBay, Amazon, 
Wal-Mart, who are definitely not 
among the top spenders on 
advertising is a pointer to this 
fact. What has worked for them is 
a well-orchestrated PR strategy. 
Take boy wonder Harry Potter, or 
our very own Infosys and Wipro; a 
keen focus on managing public 
perception has made these brands 
what they are. 

PR as a discipline has also 
evolved very fast. It is no longer 
touchy-feely. It is scientific, research- 
based and competing hard with 
advertising-led communication for 
its rightful place under the sun. 
Sadly, India Inc. is yet to harness the 
true potential of a well-oiled PR 
machinery. Managing 'perceptions' 
and 'image' through PR is yet to 
be a priority area for many of them. 

For instance, consider the Indian 
pharmaceutical sector. It's hardly 
surprising that there is only one 





pharma company (Ranbaxy) in the 
CIRRUS Top 50, considering that 
some of the leading Indian drug 
manufacturers are better known in 
the West than they are in India. 
Even though the US pharma indus- 
try was shaken to its roots by the 
unprecedented price war unleashed 
by these companies, in their effort to 
help African countries fight the AIDS 
menace, their heroics went almost 
unheard in India. 

In contrast, the Indian IT indus- 
try is managing its reputation well. 
Insurance and asset management 
companies are also showing increa- 
sing professionalism and maturity. 
For them PR is the most credible, 
efficient and economic option. 

Despite widespread acceptance 
of its effectiveness and credibility, 
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PR budgets are still a small part of 
overall promotional expenses in cor- 
porate India. Corporate communi- 
cation strategies seldom make it 
to board meetings. What has held 
back PR as a Subject is the lack of 
scientific tools to measure the effi- 
cacy of a PR plan, and evaluate 
and benchmark such activities to 
derive value for the rupee spent. 

Interestingly, work on PR eva- 
luation, media analysis and com- 
petitive benchmarking started in 
India quite early. PR outputs were 
measured and quantified in the 
most elaborate and analytical ways. 
The evaluation models and deliver- 
ables are gaining wide apprecia- 
tion and acceptance from the biggies 
in the IT, pharma, insurance, con- 
sumer durables, FMCG, automo- 
biles, banking, mutual fund, 
cement and retail industries. The 
industry is also working on the 
unpredictability of PR efforts and 
very soon we will be able to forecast 
the outcomes of each and every 
PR exercise. 

We are doing our part and the 
PR industry is doing its own to 
take corporate communication to 
the next level. It's time for corporate 
India to pitch in with funds to 
attract the best talents to the 
industry. The return on investment 
in PR has traditionally been high 
and can only go higher. 

It's time to rethink and review 
budgets. 


CIRRUS is a Delhi-based monitoring agency and part of agencyfaqs.com. Feedback to bt-cirrus@cirrus.com 
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SHELLY LAZARUS 


CHAIRMAN & CEO, OGILVY & MATHER 


T 57, SHELLY LAZARUS 

is old enough to have 

started at OOM when 

the legendary David 

Ogilvy still walked the 
halls (albeit, for three months a 
year; he was down to that by 
then). And she is young enough to 
believe that she can go on in her 
present role as Chairman and CEO 
of Ogilvy & Mather, arguably the 
world's most respected advertising 
agency and part of WPP Plc, as long 
as she wants to. Lazarus, who sits 
on tbe board of several organisa- 
tions including ClubMom and 
General Electric, was in India to 
speak on brands at sessions in 
Delhi and Mumbai and chair the 
regional review meeting of OĠM 
in Kerala. She spoke to BT’s 
R. Sukumar. Excerpts: 


BY RITESH SHARMA 


PHOTOGRAPHS 








You've been to India before. What 
changes do you see around you? 

I always tell this story about how | 
went to see, on one of my first visits 
here (1997), the Indian finance 
minister, We were just about to get 
the assignment to help build the 
India brand (Lazarus often tells the 
story of how P. Chidambaram gave 
her the perfect one-line brief: when 
I say India, I want them to think 
software, not elephants)... 


Mr. Chidambaram, coincidentally, hap- 
pens to be the Finance Minister now... 
(Smiles) That’s right, and I have 
never got quite as crisp a brief. 

I think, in 1997, people were 
still thinking elephants. And in 
2005, we are beyond software. | 
think the change in the perception 
of the country is remarkable. I was 
just telling John Goodman (O&M’s 
India СЕО) when I arrived early this 
morning—I am coming in from 
Davos (the World Economic 
Forum, January 26-30, 2005)— 
and I don’t think more than an 
hour went by without someone 
talking about the potential of India. 
It was all a dream in 1997 when I 
first came, and here it is, India is 
well on its way to being everything 
people believed it could be. 


liste: carefullv, ther Irc 


nies that feel threate: 


So, do you feel positive about the 
advertising business and O&M in India? 


First of all, whence ver vou 
growth in an economy, advertising 
does well (smiles as if to Say. “See. 
it's that simple’). It just follows 

| also think India 1 cour 
that has had a long history of adv 
tising driving € iterprise. It’s not 
like China; advertising is totally 
new to it. They don't quite know 
what to do wit! They know 
important, but they haven’t had the 
experience to see how you 
invest in advertising, and it drives 
the enterprise. India has a 
tional history of advertising having 
driven brands and grown compa 
nies. If the Indian economy 
the immediate follow on for 
advertising is obvious 

here's also an understanding 
in [India of how important brands 
are, that it is important to build 
brands. And as we understand tl 
brands are built from things 
go way beyond advertising, and as 
we at Ogilvy tak« is our bus 


ness strategy to deve lop the stron 
est possible otrering in all tho 


pieces of the communicat 


history of advertising 


Taking off from everyone talking about 
India, do you see a difference between 
the external perception of India, and 
what's happening here? 

No. I don't think it is a perceptual 
issue; it is about whether people 
feel positive for their own global 
companies over what is happening 
in India, or do they feel threatened. 
That's more of what I sense: if you 


our business continues to grow not 


just as a function of the growtl 
the economy, but as companies 
wake up to the value of the internet 
public relations and events and a 
those things. We have Ogilvy offi 





rings in each of those, and thev ar 


growing even faster than advertising 


Do you think one reason why India is 


so far ahead of China in terms of 
advertising is because the Indian 
industry has always been global? In 
many ways, it was one of the earliest 
industries to go global. 

I think that is right. It is a question 
of experience. If you believe that 
advertising works, which I obvi- 
ously do, the more experience you 
get in seeing how to use it, and 
also being plugged in to how it is 
being used in the rest of the world. 
Having that window makes you 
more of a believer. 


Tapping new markets is one of the 
things that comes with globalisation. 
For lots of other companies, GE for 
instance, sourcing is a big globalisastion 
driver too. They source components 
from countries where they are less 
expensive to make, and put them toge- 
ther. Do you think there is any such 
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floors and wring the neck of the 
guy who didn’t prepare the art well. 
You don’t want them to give up 
ownership; that’s what gets great 
craft and work. On the other hand, 
I think there is huge potential in 
letting a lot of the studio work be 





“I think there is huge | 
potential in sourcing 
studio work out of | 
India for the world” 








way in which advertising can go global? 
Back when Ranjan Kapur was hea- 
ding Ogilvy India (between 1995 
and 2004; he is now Country 
Manager, WPP India), he was trying 
to see whether we could do all the 
studio work we do in the world in 
India. Ranjan said—I think the 
figure was at the time—that it cost 
one-seventh what it cost in the 
United States, for instance, to pro- 
duce material for advertising in 
India. Ranjan also said, given the 
time difference, “we work as the 
rest of you sleep”. I believe in that 
and I continue to see whether we 
can do things in this area. 

The problem I have is that crea- 
tive people are very reluctant to 
give up the control they have. They 
like knowing—even though it is all 
electronic now; its just in the 
mind—that they can go down two 


sourced out of India for the world. 


Are you planning to do this? 
Absolutely. I tried it once and I 
will continue to try. When things 
are emotionally hard, you have 
to come at it from four different 
ways and then make it. That’s 
the plan. 


There's a feeling that the future of 
television, at least in urban areas, will 
be more hard-drive based, to put it 
simply (televisions are connected to, 
and people record programmes on, 
hard-drive based devices, leaving out 
the ads, and watch it later, making 
it, for instance, possible to pause live 
coverage of a football match). That's 
anathema for advertising, isn't it? You 
are just out of the system. 
You have to pay careful attention to 
what's happening. We actually got 
into a huge debate in Davos over 
this question. There is no question 
that there will be changes in the 
way people consume television, but 
lots of consumers watch television 
because they want to be passive. 
It's a lean-back medium, as opposed 
to a lean-forward one. And lots of 
people in Davos were saying, "Wait 
a second; I do not want to 
interact with my television’. And 
interacting all day long! 

I do not know how it is actually 
going to pan out. DVRs (Digital 


Gi gzl 
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Video Recorders) will be available to 
the majority of people with time; 
how they use it is the question. 
Two things occur to me: the first 
is, the advertising is going to be 
more compelling, more charming, 
more informative, more enter- 
taining than it has ever been, but 
that has always been the goal, 
because (pauses significantly), there 
are people who like to watch good 
advertising. The second thing is, 
there are probably ways of using 
the whole mechanism of DVRs that 
will lend themselves to some 





advertising. Having made it poten- 
tially possible to eliminate all adver- 
tising, TiVO is trying to figure out 
how to sell advertising in a way that 
will bypass the system (chuckles). 

' I have been in debates with peo- 
ple who believe that this is the end 
of free television as we know it, 
because if advertisers no longer get 
value, because people are no longer 
consuming advertising in large num- 
bers when they watch television, 
then they will stop supporting the 
production of free television, and 
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then the only people who will get 
television will be the rich. You can 
do that doomsday scenario, but 1 
just don't think it will happen. 


Let's move beyond advertising to the 
other thing you are pretty passionate 
about, women in leadership positions. Do 
you see more of that happening within 
the O&M system? Your predecessor 
was a woman too (Charlotte Beers). 
Did that make things easier for you? 

People have said to me, because 1 
am a woman and my predecessor 
was a woman, half jokingly, that 
David Ogilvy must have really liked 
women. The truth is, he did, but 
that is not why there are women in 
leadership positions at Ogilvy. One 
of the things David Ogilvy created 
was a true meritocracy, where peo- 
ple get ahead because of what they 
can contribute, what they deliver 


“The truth is, women do not need remedial help; 


David did it. I inherited a wonder- 
ful culture: values-based, well- 
articulated, and all I had to do was 
continue to drive it forward. At the 
heart of that culture is the concept 
of meritocracy. He who can do it 
will get the job. Or she. 


You sit on the GE board. For a long time 
GE did not have too many women in 
senior positions and they still do not. 
Why, and do you see that changing? 
There are many more women in 
leadership roles in GE, but there's 
the fact that—you know, I have an 
MBA from Columbia—a bit of this is 
a numbers game and a time game. 
When I went to get my MBA at 
Columbia, there were four women in 
a class of 300. That was 1970. And it 
takes a while to become a CEO. 

As the pool of the available 
talent becomes more even between 








| 


they just need an even playing field” | 





to the company, and it has nothing 
to do with where you went to school 
or the country you are from or 
whether you are a man or a woman. 

Women don't need: remedial 
help; they just need an even-playing 
field. And so, if you say, *we are 
going to judge everybody based on 
the real contribution they make to a 
business’, women naturally rise up. 
That's what I believe. The new head 
of Ogilvy One in the United States 
is a woman. The new head of 
Ogilvy Philippines is a woman. 

Once I know that anybody who 
performs and is talented has the 
opportunity to be the leader, 1 
actually do not pay attention any 
more to whether they are men 
or women. 


Did you have to do something to create 
such an environment? 


men and women, I can only antici- 
pate that there will be even more 
and more women in leadership 
roles. There are more women in 
leadership roles right now. 


You have been in advertising, pretty 
much all your life... 
Pretty much; I was a client first. 


So, what do you plan to do when you 
retire? 

(Laughs out loud). I am having too 
much fun. I don't know. I have 
actually said, from about the third 
year I was at Ogilvy that ‘The 
moment I get bored, I am leaving’, 
and you know 30 years later, it is 
still as interesting as it was... It is 
probably more interesting. That 
probably sounds trite and naive, 
but there’s so much more going on. 
It’s a long journey ahead. 
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einventing The 


Clinging to just a single savings avenue won't earn you real returns any more. 


VERYONE SEEMS TO BE ROCKING IN TANDEM 

with the gyrations of the BsE Sensex. Given 

all the hoopla surrounding the stock market, 

it would appear correct to assume that 

India is a nation of equity investors, but the 
truth is far from that. A major chunk of the lay inves- 
tor's money is still directed to traditional savings 
tools, also called debt instruments, such as savings 
bank accounts, fixed deposits (FDs), Public Provident 
Fund (PPP), post office savings schemes and, of course, 
debt funds. Debt funds performed well in the past only 
because of the drop in interest rates all these years. So 
while investors counted them as returns from the 
funds, it was actually the external rate environment that 
did the trick. Now, however, interest rates are showing 
signs of hardening in the short term. Says Subir 
Gokarn, Chief Economist, CRISIL: “While it's too early 


to take a long-term call on interest rates, we expect the 
short-term rates to harden to 7 per cent (from the cur- 
rent 6.75 per cent)." Therefore, this has precipitated 
a re-think of debt fund strategy. 

As far as independent investors are concerned, till a 
few years back, you didn't really require a strategy 
for debt investments. Simply because interest rates 
were on the higher side and inflation was low, ensuring 
reasonably high returns. And though inflation is still at 
a relatively low 5.6 per cent today, the era of high 
interest rates is over. So today if you think of, say, just 
a bank FD as a viable savings avenue, you'll come a crop- 
per. The interest that you get from such an instru- 
ment averages 7-odd per cent, just 1.4 per cent higher 

than the inflation rate, leaving you 
with money that has apprecia- 
ted in absolute terms, but 
has not quite given you the 
returns that you desire. 
What all this means 
is that debt invest- 
ing is not a handed- 
down-through- 
the-generations 
wisdom any more. 
It needs a proper, 
well-defined stra- 
tegy, which includes 
picking the right 
products and in the 
right proportion. Says 
Deepak Sharma, Head 
of Distribution, IL&FS 
Investsmart: “Need- 
based investment plan- 
ning and an asset alloca- 
tion exercise would be 
as important to a debt 
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. (meaning you lose out on higher returns that you 
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Хои need a more comprehensive, across-the-board debt Strategy. BY SHILPA NAYAK 


picture, let's check out what's avai- 
lable and what's advisable. 


Short-term Avenues 

If you are looking for quick fixes, 
here are a couple of options: 
Short-term Deposits: Sweeping a 
part of one's salary to an FD account 
is a common savings strategy, but is 
not a great idea. That's because 











Hard Times Ahead 
| M “Interest rates have begun to show signs of hardening: 
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investor today as an equity investor." This is particularly 
important in order to avoid any opportunity loss 


gl .. could have gained from somewhere else, such as equity), 
as Sandesh Kirkire, Chief Investment Officer (Debt 
_ Segment), Kotak Mutual Fund, points out: “While 


уой don’t ever lose money permanently in debt markets. 


(unless there is a credit default), as there is a coupon rate 
. attached to every instrument that supports it, an 
.. opportunity loss could happen as a result of duration 
. mismatch.” Which is what happened in the six-month 


period between May 2004 and December 2004, when 


debt funds reported negative returns. 
And if you're one of those hardened types who are 


suspicious of new debt products, that's something you ` 


need to change because you can no longer rely on 
just one type of debt product if you want your money 
to grow in real terms. Now that you have the overall 


Apr. 19, 2004 Jan, 27, 2005 


bank deposits—savings, recurring 
and short-term deposits—have a 
very unattractive rate of rerum, As 
such, a small portion of your port- 
folio could be allocated to this debt avenue only to serve 
as a short-term measure for quick money (in case of 
medical emergencies, for instance). You could also 
opt for a short-term deposit (with interest rate at 
around 4-6 per cent) with monthly or quarterly rollover 
instead of parking money in a savings account at 3-odd 
per cent interest per annum. 

Short-term Funds: Alternatively, you could go in for 
short-term funds, which come in two colours. One, 
short-term plans that invest in a combination of debt 
paper with shorter maturity and cash/call money, typi- 
cally meant for investors with a time horizon of three 
months-plus. Two, liquid funds that invest in shorter- 
term instruments, meant for investors with a time 
horizon of one month. What's special about these? 
Explains Kirkire: “In short-term funds, the active port- 
folio (cash) management is critical in volatile market 
conditions to help produce marginal returns despite 


Debt investing today needs a proper, well-defined strategy, including 


picking the right products, and in the right proportion 
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With interest rates poised to harden, Short-term funds are a better bet, and it 


would be a good idea to keep income fund investments on the lower side 


markets giving negative returns,” The added advantage. 


is that since these papers mature early, volatile interest. 


rates have less of an impact c on their returns. 


Long-term Avenues 

If, however, you're looking at the long haul, here аге 
‘some choices for you to chew over: | 
‘Bonds: Infrastructure and other government bonds 


` are useful in the sense that they give you tax breaks, and: 


could form 5-7 per cent of your portfolio. 


Public Provident Fund (PPF): One of the most popu- 


lar debt instruments going around, the РРЕ could even- 
tually make an exit, although that may not be very soon. 
It would, therefore, be 
prudent to make the 
most of it while it lasts. 
Though illiquid (read: 
you can’t withdraw any 
money) for the first 
seven years, you can do 
so in parts thereafter. 
‘What clinches the argu- 
ment in PPF's favour is 
that it is an effective 
retirement planning 
tool (yielding around 
.11.5 per cent returns 
per annum), parti- 
cularly for those indi- 
viduals who don't have 
access to a regular 
(company-backed) РЕ 
scheme. 
Postal Savings: Another 


What You Get 


Re 









onthly Income Schemes 


Infrastructure bonds 


Shorttem = 
Long term 


popular option, post office schemes include the National - 


Savings Certificate (Nsc) and the Kisan Vikas Patra 


“ (кур). While кур doubles your money in eight years and - 


. seven months (yielding 8.46 per cent interest, among the 
‘highest offered by debt instruments), it does not offer 


“tax breaks like the NSC, which also provides reasonable : 


returns (8 per cent). So if you’re desperately looking for 


` a last-minute tax-saver, NSC is a good option, but be pres 


pared for a long haul to get back your money, since 
redemption happens six years later. 


Long-term Deposits: Even though these are preferred. 


by a large section of debt investors, they add to your tax 
burden since the interest earned is taxed, unlike most 


others that come under the purview of Section 80L of. 
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An indicative listing a various debt investment avenues. 





the. ingame Tax Act (see Taxing Time later in this sec- 
tion). If you are still looking for long-term money- 
parking avenues, you could consider income funds. 
Income Funds: Also called long-term debt funds, these 
are what you should be looking at for the long term, 
and for the long-term only. Says Kirkire: “The kind of 
horizon one is looking at, especially for long-term 
debt funds, has to be clear. If you are investing for (a 
period. of) less than one year, an income fund is surely 
not the right product." Why? Although these funds give 
returns in excess of your regular long-term deposits, anc 
are tax-free to. boot, they could ail over a volatile 
short- term period (such as during May-December 
2004). due to a dura- 
. tion mismatch. So il 
you have money that 
you want to invest for 
a period that is bet- 
: ween a year and three 
` years, income funds are 
your best bet. 
Floating Rate Funds: | 
you're looking for ar 
element of stability ir 
your debt portfolio 
floating or flexible rat 
funds provide you 
with just that. Say: 
"Sharma of IL&F! 
Investsmart: “Floating 
rate fund is a great be 
as it i$ a guard agains 
: any rise or fall (vol ati 
lity), in interest rates.’ 
This it does through a low-risk strategy of investing ir 
good quality floating rate debt or money marke 
instruments, or fixed rate debt or money marke 
instruments swapped for floating returns, ensuring 
stable and secure returns in the bargain. 

At this point in time, when interest rates art 
poised to harden, short-term funds are a better bet 
and it would be a good idea to keep income func 
investments.on the lower side. So an ideal balance i1 
your debt portfolio would be: 15-20 per cent banl 
deposits (all kinds), 20-25 per cent PPF, 10- 15 per cen 
postal savings, 5 per cent bonds, arid. up to 35 pe 
cent in à combination of short-term and long-tern 
funds. Need we say more? . 


A million visions. 


A million choices. 
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BEST MANAGED 
COMPANY AWARD 


There are well managed companies, and 
there are, well, managed companies. 
And then there are those companies that 
stand out from their peers by the sheer 
vision of their leaders, by their more- 





efficient processes, by good governance, 
and by the bright spark of innovation. 
These are India's best managed 
companies, 13 companies that stand out 
from their peers. And one among them 
is first among equals, the best managed 
of them all. Microsoft presents the 
Business Today Best Managed 
Company Award 2005, based on a 
study conducted in partnership with 
consulting firm A T Kearney. Be sure 
you are there to catch the action on 
March 11, 2005 in Mumbai. The special 
issue on India's Best Managed 
Company will also be launched Оп 
the occasion. 











But only a few set the standard 


for others to live up to. 
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But Not Out 





January saw negative returns for mutual funds, but there’s much to 
look forward to. ^ BT-MUTUALFUNDSINDIA.COM REPORT. 


FTER THE DELUGE, COMES 

the drought. The New 

Year brought the festive 

season truly to an end, 
as the stock markets witnessed a 
major correction in early January, 
and remained volatile through the 
month, with the Sensex plunging 
0.7 per cent and Nifty returning a 
loss of 1.1 per cent. As a conse- 
quence, after quite some time, 
average returns from diversified 
equity schemes entered negative 
territory with -1.4 per cent return, 
That was some fall, considering 
that December 2004 provided 9 
per cent return. Out of the 90 
schemes considered, only 22 were 


able to beat the benchmark Sensex in the diversified 
equity category. Debt markets too continued to be in 
bad shape resulting in yet another poor performance 


PINAKI PAUL 


BALANCED 


Absolute Return (%) 
Escorts Balanced Fund-Growth 2.34 
Kotak Balance-Growth 121 
Escorts Opportunities Fund-Growth 0.82 
HDFC Balanced Fund-Growth 0.36 


SBI Magnum Balanced Fund-Growth —0.16 
Figures are for the month ending Jan. 31, 2005 


nnimrmneirirn 
IVERSIFIED 
5 IN Se IED Absolute Return (%) 


Escorts Growth Plan-Growth 3.90 
Reliance Vision-Growth 1.29 
Sundaram Select Midcap-Growth 1.28 
Sundaram India Leadership Fund-Growth 1 
DSP ML Equity Fund 0.89 


Figures are for the month ending Jan. 31, 2005 


FEBR RY 2 20 ! 


from debt-based funds. 

It’s not all gloom, though. The 
announcement of some good cor- 
porate results saw both domestic 
and foreign institutional investors 
returning to the bourses. Even the 
early correction had its positives, 
allowing many to enter the markets 
at low levels. Redemption pres- 
sures due to profit booking, which 
was there in the last month, eased 
out this month and mutual funds 
became net buyers after a period of 
seven months. Fund houses are 
aggressively coming out with new 
pre xlucts to woo investors based on 
their risk appetite. The govern- 
ment’s decision to allow prov ident 


funds to invest in equity mutual funds has also been 
received well, as it would allow mutual funds to increase 
their assets under management. 
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SECTORAL LIQUID 





Prudential ICICI FMCG-Growth 





Figures are for the month ending Jan. 31, 2005 


INCOME 


Annualised Return (%) 









Figures are for the month ending Jan. 31, 2005 


Fund Performance 
Among individual segments, Escorts Growth Plan 
emerged at the top of diversified equity funds category, 
giving a return of 3.9 per cent in absolute terms, 
which was good considering the overall environ- 
ment, but well below the 11 per cent it returned in 
December 2004. The fund has high exposures in 
Jindal Iron & Steel and L&t but has a small fund size. 
An Escorts fund came out on top in the ELSS seg- 
ment as well, posting a 4.32 per cent return, much 
higher than the category average, a 
lowly -0.36 per cent. All the others 
were in the range of 1-1.6 per cent. 
Also into negative territory were 
the average returns from balanced 
schemes, down from a healthy 6 
per cent in December. And guess 
who topped? Escorts, again, sho- 
wing 2.34 per cent growth in its 
NAV, making it a hat trick. The top- 
pers in this segment all posted posi- 
tive returns, with the exception of 581 Magnum 
Balanced. Returns fell compared to last month, though, 
with runner-up Kotak seeing a fall from 9.1 per cent to 
1.21 per cent. Among sectoral funds, three of the top 
five belonged to the FMCG category, which was inci- 
dentally the only one sector to give positive results this 
month. The topper, Alliance New Millennium, had 
highest exposure in Mphasis BFL, while runner up 
Prudential ICICI FMCG had highest exposure in ITC. 
Bringing a semblance of stability to an otherwise 
gloomy scenario were liquid funds, which gave a 
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Figures are for the month ending Jan. 31, 2005 





Figures are for the month ending Jan. 31, 2005 


Next month should 
be better for 
mutual fund 
investors 


, ELSS 


Absolute Return (75) 


Annualised Return (9 








uu 
NOEL AA in 


Figures are for the month ending Jan, 31, 2005. 


, GILT 


Annualisad Return (76) 





Figures are for the month ending Jan. 31, 2005 


category average of 4.79 per cent in January. The lea- 
ders ran one another pretty close as #1 LIC MF Liquid 
Fund gave 5.2 per cent simple annualised return, 
and £2 Kotak Liquid gave 5.19 per cent. Among 
MIP schemes, which are a favourite because they have 
a flavour of equity (meaning higher returns than 
income schemes, but with minimum risk), retaining 
top slot in January was UTI MIS Advantage Fund, 
which gave 5.6 per cent simple annualised return, 
much above the category average of -0.56 per cent. 
But to put things in perspective, this 
was still much lower than the 20 per 
cent it returned last month. 

Income schemes performed well, 
with 4 per cent annualised return for 
the category. Topping the list was 
Can Income scheme, which managed 
to give 10 per cent return this month, 
much higher than the rest of its peers 
(none of the other rank holders could 
go above 8 per cent). And among Gilt 
funds, which saw a category average of 2.9 per 
cent, Sundaram Gilt Fund came out tops with 13 per 
cent simple annualised return. Which was a sur- 
prise as this scheme was generating returns in nega- 
tive territory in December. 

Despite the overall poor showing, though, things 
can be expected to look up, what with companies 
showing strong results, and the Sensex, despite the 
volatility, slowly but surely getting back into a 
climb. That should mean better news for mutual fund 
investors in the ensuing month. 
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by Jaba Gupta 


read an interesting case recently about a Napa 

Valley wine producer who had to decide whe- 

ther to pick the grapes in his vineyard early or 
let a warm storm hit the region bringing with it the 
possibility of sweet red wine. Perhaps it was the 
romance of the warm storm and sweet red wine 
that drew my attention ...or the narrative intricately 
woven through the real and the possible worlds that 
held me captive. 

The case studies in Management education have 
the same power to involve our minds, provided the 
narrative comes alive to us. A case tells the story of 
an organisation at a point in time. The organisation 
has a background - a past, an orientation towards 
the future (goal/s) and a present, which brings us to 
the moment of the story. The plot involves the key 
people in the organisation, who are engaged in the 
action plan in order to achieve the goal/s. The 
decision-maker is the tragic 
hero: like the winery-owner he 
ponders the issue - to pick or 
not to pick. Conflict is at the 
heart of the organisational 
narrative: an urgent goal that 
has to be achieved within a 
time frame and a persistent problem. 

The case is more fascinating than a ready-made 
story because it is still evolving. The narrative 
acquires different shades of reality through case 
discussions in the classroom and students learn 
important lessons in creative problem solving. The 
analysis of the problem offers alternatives that 
would otherwise remain unexplored. The trans- 
formative power of the narrative holds immense 
potential to change our view of a problem and 
generate possible solutions. 

The narrative approach provides the opportunity 
to explore multiple perspectives. Rather than be 


Case studies in management 
education have the power 
to involve our minds, provided 
the narrative comes alive to us. 
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The Narratives in Cases for 
Management Education 





swayed by the views of one character, the analyst 
may take an objective approach and distance 
himself/herself from the scene. What if our 
Napa valley farmer were to meet an all-knowing 
fortune-teller who would tell him whether the 
welcome storm would hit or not? That would really 
make life so much easier, wouldn't it?! But in its 
absence our hero would weigh the pros and cons of 
his choice objectively and plant a decision tree. 

Clearly, this exercise in detachment is necessary 
to solve current problems in organisational and 
personal life situations. Action should be backed 
by logic. What if the Napa valley owner waited 
for the warm storm to hit and it never did? Imagine 
he has a niece who can give him definite scie- 
ntific evidence of low pressure and high pressure 
cycles that can tell him the storm will come to his 
life, would he be willing to pay for that infor- 
mation? If yes, then the next 
question is: how much is 
the rich wine-producer uncle 
willing to shell out of his 
thick wallet? That is logical 
action for you! 

Recent research shows that 
storytelling is one of the most effective tools lea- 
ders can use in organisations. Once the placements 
are over, the much sought-after MBA degree is 
in the bag, the student is suddenly in the position 
of the Napa Valley decision maker him/herself. 
While every problem-situation is like a finger- 
print and finding a solution is by no means an 
easy task, a narrative approach can generate 
multiple options for the decision-maker and 
suggest unlimited possibilities. 


Prof. Jaba Gupta is on the faculty of TA. Pai Management Institute, 
Manipal and can be contacted at jabamg@mail.tapmi.org 


TaxingTime 


It's February, and time to chalk out your tax strategy. Here are some tips 


that might help. BY SHILPA NAYAK 


OW THAT THE CHRISTMAS AND NEW YEAR 

IN 2 and their hangovers, are over, it's 

time to roll up your sleeves, and bring out 

those calculators and savings documents for a dedicated 

tax-planning session. While tax plans will differ from 

person to person depending on the salary earned, 

investing philosophy, risk appetite, etc., it does help to 

have some advice going around to help you tally your 
income statement. 

If you're a salaried person, you're likely to get a gross 


WHERE YOU CAN SAVE 


taxable salary statement from your employer. After the 
standard deduction, it's time to look at available options 
for tax savings. Here, Section 88 forms the most 
important aspect of tax planning (see Where You Can 
Save for some others) since the sums invested are 
deducted from the tax liability and not the taxable 
income. Says Rajiv Bajaj, CEO, Bajaj Capital: “An 
investment of Rs 1 lakh per year can help reduce taxes 
considerably if distributed in the right proportion over 
the constituents of Section 88.” Rs 1 lakh is the invest- 
ment limit under this section (for 
rebates of 20 per cent and 15 
per cent on incomes of under Rs 
1.5 lakh, and between Rs 1.5 and 
5 lakh). Two options are available 
here: one, Rs 70,000 can be 
invested across life insurance 
products, EPF, PPF (maximum: 
Rs 60,000), Nsc/Nss, Franklin 
Templeton Pension Plan (max: 
Rs 70,000), repayment of housing 





loans (max: Rs 20,000) and equ- 
ity-linked savings schemes (ELss, 
max: Rs 10,000). Two, up to Rs 
30,000 can be invested in infra- 
structure bonds issued by instituti- 








Section 80CCC: | `- Up to Rs 10,000 in pension schemes of insurance companies. The 
via C pension received i is taxable in the year of receipt - © 
Section 80D: A maximum of Rs 10,000 (Rs 15, (000 for senior citizens) as medical - 
i insurance premium 
Section 80DD: рї to Rs 40,000 as expenses and medical treatment of. handicapped — 
_ dependents 
Section 80008: А тахітит of Rs 40,000 (Rs 60, 000 for senior citizens) T treating - 
Pie ahs - diseases like cancer or AIDS 
Section 80E: Up to Rs 40,000 as repayment of loan taken for higher studies, starting 
nies from the first year to a maximum of seven following assessment years 
Section 806: Up to 100% on donations made to funds like the Prime Minister's Relief 
- .. Fund, or 50% on donations made to other approved с charitable funds 
Section 8060: Rent paid for accommodation i in excess of 10% of the total i income. 
The actual amount deducted would be rent paid in excess of 10% of 
the total income, or 25% of the total income or Rs 2,000 per month, 
soit iue - whichever is the least eee F : 
Section 80L: Am maximum of R Rs 15, 000 as interest received on bank deposits, 
debentures, post office deposits, hey and bonds of approved 
ee dans . Bovernment institutions 
Section 80R, RR — Theactual foreign exchange received either from a university, 
and RRA: educational institution, or professional/service int income UAM, 
Section 800: Amaximum of Rs 40,000 for an individual suffering from physical 
MUN disability, mental retardation or blindness 
Section 24: ‚ A maximum of Rs l, ‚50,000 as interest on a housing loan 
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ons such as ICICI or IDBI. ELSS is an 
important long-term element here. 
For one thing, it gives an equity 
flavour to an otherwise debt-based 
tax plan; for another, it gives bet- 
ter returns in the long run. 

And in the fixed income cate- 
| gory (fixed deposits, debentures, 
| bonds, etc.), PPF tops the favo- 

ured investment tools, despite 
signs that it may be withdrawn 
soon. Says Kirit Sanghvi, CEO, 
K.S. Sanghvi & Co.: “Even if it 
(PPF) is withdrawn in the future, 
the capital is unlikely to be 
Eg 


taxed." You get the idea. 
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for consolidation? 


In today's banking industry, consolidation has the business angle, the employee standpoint, 
become a reality, CNBC-TV18 and Oracle the customer's point of view, the technological 
present a special roundtable on Managing angle and the impact of Basel Il on the Banking 
Consolidation in the Banking Industry. Industry Industry. This exclusive event will mark a new 
leaders and regulatory representatives will milestone for the banking industry, exploring 


explore the challenges of consolidation, from how consolidation can fuel success. 
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anagement Education has emerged as one of 

the most attractive fields for aspiring 

students who want to make it big in today's 
competitive environment. 

MBA, the three magic letters that promises to open 
the doors to a successful career for most young men and 
women. Predictably, in a job scarce market like India, 
most scramble for the MBA from the ‘right’ institute. 
With demand for MBA seats far outstripping the 
supply, selecting the right institute is a Herculean task 
in itself. 

In North India, Gurgaon, NOIDA, Ghaziabad, 
Meerut, Jaipur, and Delhi have emerged as major hubs 
of management education. The other state capitals also 
boast of a handful of prestigious institutes. 

Globalization is affecting Indian business and all its 
aspects. It is not only the young graduates who are 
looking at the prospects of a good degree. Working 
executives too are on the lookout to acquire new skills 
to meet new challenges thrown up by the workplace. 

Most institutes are offering a range of short term 
courses to re-equip the working executives to a fast 
changing workplace. This is in addition to the 
traditional MBA degree or equivalent diploma. Thus 
one can choose courses in management accounting, 
tourism management or CRM. With IT encompassing 
almost all aspects of modern day living, it finds 
substantial representation in management education 
too. Thus there is a fine mix of management and IT 
education on offer for students looking at specialization 
in this domain. One need not opt for the traditional 2-3 
year management course. In a fiercely competitive 
market you get what you want in exactly the proportion 
you want, something that is just right to give boost to a 
sagging career. 

The big players like IGNOU, Delhi University 
among others offer a wide range to choose from. In the 
last two years most of the forward looking B schools 
are focusing on networking with foreign universities 
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and institutes of repute for exchange programme for 
their students as well as the faculty members. 

With management education gaining priority over 
other streams, students are flocking to business schools. 
Demand for better educational infrastructure has led to 
rapid commercialization of management education. 
The government-both state and union -have made 
arrangements to provide basic infrastructure like land, 
water, electricity, connectivity and the accompanying 
waiver tax holidays etc. This has led to the emergence 
of NCR towns like Meerut, Ghaziabad, Gurgaon and 
NOIDA as major hubs of management education. Other 
North Indian cities like Lucknow, Kanpur, Jaipur and 
Dehradun among others have made considerable 
advances in providing quality management education 
to students and corporate sector Some of the 
prestigious management institutes have taken 
advantage of the available incentives and decided to 
proliferate and address the emerging requirements. 
Recently, IIM, Lucknow has taken a decision to launch 
a full-fledged campus in Noida in July. The 40-crore 
Noida campus would begin with a part-time, weekend- 
executive MBA programme, meant for graduates with a 
work experience of four to five years, with programs 
for fresh students planned in the near future. 

With B schools sprouting all across the landscape, 
choosing the right one is a tricky business indeed. 
Students should realize that a good management 
programme is not about a good curriculum or available 
facilities alone. A good faculty, capable of sensitizing 
themselves and the students with the needs of the 
industry and the society, as well as the research work 
done by them are also parameters that have become 
relevant today. Additionally, a good management 
programme always has a judicious blend of theory and 
practice, involving case laws and case studies. The 
much flaunted industry placement was just one 
criterion to assess the quality of an institute but no 
longer the only one. Sanjay Chowdhry 


Our Mission 
"Our mission is to impart vibrant, innovative 
and global education and to make IMS the 
world leader in terms of excellence in 
ей; PYA M education & research and to serve the nation 
An ISO 9001 : 2000 Certified Institution in 21st Century. 
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Applications are invited for admission to the following programmes for the academic year 2005 


POST GRADUATE DIPLOMA POST GRADUATE DIPLOMA POST GRADUATE DIPLOMA 
IN BUSINESS MANAGEMENT INB SII E S MANAG! IN TOURISM MANAGEMENT 
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SELECTION PROCEDURE IMPORTANT DATES 


The candidate will have to appear in CAT/MAT/ATMA to be | | ө Last date of MAT application 26th Jan., '05 
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HOW TO APPLY " 
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Institute of Management Studies, Ghaziabad, payable at Ghaziabad. The application form can also be downloaded from the Institute's 
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Last Date of Submission of IMS Application is 31st May, 2005 


For further details, contact : 
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Chairman's Message of L.M.S. 


"The hand that follows intellect can achieve. "' 


programmes at 1.М.5. provide a powerful combination of theory, practical knowledge and application. I.M.S. 


T guiding philosophy of I.M.S. is to create knowledge, influence practices and integrate globally. The 


nourishes creative thinking and sharp intellect. Through intense and comprehensive 


training, our students constantly test theory in real world settings that they can readily apply 


to the workplace. 


The rise of I.M.S. has been steady. We have accomplished this through the strengths of our 
faculty, the intellectual brain power, diversity of our students, supportive staff and the 
administration which has supported in every important way. 


I.M.S. has, over a period of fourteen years developed its distinctive identity and carved out 
a niche for itself in the corporate world. We will keep moving forward redefining excellence 


as we go. 


I extend my best wishes to all aspiring candidates! 


Naresh Aggarwal 





Naresh Aggarwal 
Chairman 
I.M.S. Ghaziabad 





Asia-Pacific Institute of Management 


ver the last 8 years of its existence, Asia-Pacific 
(О) of Management (AIM) has emerged as a 

premier institution of excellence with the mission 
to inspire, motivate and nurture professional excellence. 
Today, over 500 students are pursuing courses in various 
streams at the postgraduate (PG) and the Under Graduate 
(UG) level. Its Post Graduate programmes 
include PG Diploma in Business 
Management (PGDBM, Approved by 
AICTE, Govt. of India), P G Diploma in 
International Management (PGDIM), Post 
Graduate Diploma in Insurance Management 
(PGDInsM, Approved by IRDA, Govt. of 
India), Post Graduate Diploma in 
Management of Information Technology 
(PGMIT),Post Graduate Diploma in 
Advertising, Communication Management 
(PGDACM), PG Diploma in 
Management(PGDM) and give the super 
specialization in Retail Management, 
Healthcare Management, Media . and 
Communication Management, Entrepreneurship, Banking 
and Finance Management, Telecom Management, and 
Service Management. In view of the ongoing globalization 


of Indian businesses and the changing demands of 


management education, AIM has introduced International 


programmes in collaboration with leading universities of 





Amrendra Kumar Shrivastava 
Chairman 
Asia-Pacific Institute 
of Management 


USA, namely, Rochester Institute of Technology (RIT) 
New York and Marist College, New York. Such 
networking efforts of Asia-Pacific Institute of Management 
ensure that students not only get high quality education, but 
also have avenues for international exposure and 
recognition 
The AIM faculty includes a fine mix of core 
and visiting faculty with a unique blend of 
academicians, consultants, policy makers, 
administrators and senior executives coming 
from diverse backgrounds and industries. In 
addition to their teaching responsibilities, 
faculty members undertake significant 
| amount of consultancy assignments, training 
and research, thereby staying in close contact 
with industry and academia worldwide. 
One of the major concerns for students 
joining B schools is job placements. AIM's 
external linkage cell has strong link with the 
corporate world through its unique 3-I 
Concept. AIM is committed to enhancing the 
employability of its students. The Alumni are in leading 
company like Airtel, CRISIL, Dr. Reddy's Lab, Grasim 
Cement, GE Capital, HCL Infosys, HLL, ICICI Bank, LG 
Electronic HDFC Bank, Nestle, ONGC, Reliance, 
Standard Chartered Bank, Whirlpool India and Wipro 
among other industry majors. 


AnA* category Business School, rated the best in “Programme Delivery”, 
Among the super league of top-25 business schools in India 

6" rank in "Intellectual Capital" 

24" rank in "Placement" 

As per AIMA-Business Standard Survey" Dec 8,2003 

Asia-pacific Institute of Management (AIM) has emerged as a premier 
institution of excellence in management education It successfully run various 
Programme in managementand Information Technology 

AIM provides a right global exposure through reputed international tie-ups like 
Rochester Institute of Technology, USA and Marist College, New York, USA 

AIM has a rich faculty base with international teaching exposure, researct 
publications and vibrant links with the industry 


AIM's new state-of-the art centrally air-conditioned campus with intelligent 
whiteboards, roof mounted projection systems, wireless Internet, auditorium 
imphitheatre, cafeteria, Gymetc 


) 


(Approved by AICTE, Ministry of HRD, Govt of India) 


st t Super 
Specialization Retail Mgmt., Health Care, Media/ Communication 
Telecomm., Banking/Finance 

0 і UGC- recognized 
University Programme 


(Approved by IRDA, Govt of India) 


(AACSB International-accredited) Marist College, USA 


1-Year Full Time Programme, In Collaboration with Marist 


7 College, USA 
ion detail contact our admission coordinator at b d 


384, Institutional Area, Jasola, Sarita Vihar. New Delhi-110025. 
Ph: 011- 30944 718/685/615 (Direct), 26947838. 26950547/9. Mobile: 935090 6065/ 6154, Fax: 011-26951541 
E-mail: admissions@asiapacific.edu, aimdelhi@del2.vsnlI.net.in • Website: www.asispacific.edu 











BPO JOBS 


The rebalancing act: 


SHOME BASU 


India’s BPO units no longer want to be seen as fun places to work. How come? 


BY SUPRIYA SHRINATE 


OMETHING’S UP AT INDIA’S BPO UNITS. ICICI 

OneSource no longer wants to recruit “customer 

jockeys’, preferring ‘corporate journeyers' instead. 
At 24/7 вро in Bangalore, the workfloor guitarist has 
suffered the fate of Cacophonix—not quite gagged 
and bound, but banished to the café. At Progeon, 
notorious for motherhood posters on cubicle walls, 
employees have been put into tight-collar formals, 
necktie et al (on Mondays and Tuesdays). 

Hey—hang on, somebody changed the buzzwords... 
what's going on? 

An image remake. ‘Fun’ is out. Sobriety is in. And it's 
for the better. Relief is forecast for BPO employees 
who have been forcing polite smiles for people who, on 
hearing where they work, half-expect them to break 
into some circus act. They're at fun jobs, after all— 
given to rock-around-the-clock lifestyles that mix 


The repositioning will help deliver people who can _ 
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telethons with revelthons. With management con- 
sent too. Aren't they? 

No, not for much longer anyhow. BPO units are 
keen to reposition their work culture in the popular 
mind as something decidedly more serious than 
often imagined. 


How Come? 
Available evidence suggests that people at large have 
over-bought the industry's ‘fun’ portrayal, done as 
part of the effort to project an image less dreary. "In a 
rush to compete and get more talent,” concedes 
S. Nagarajan, COO, 24/7, “the industry went over- 
board and promoted the job as an extension of college.” 
Well, speak of the risks of over-projection... 

The collegiate environment, it turned out, was not 
doing the business much good. According to Ananda 


er 


еру ut c c— see, 


Mukerji, CEO, ICICI OneSource, *BPOs 
were initially positioned as fun” in a 
“bid to generate excitement and attract 
people”. But this ‘fun’ turned coun- 
terproductive once it started attracting 
the frivolous sort—brats in for a few 
laughs, working on whim, ever ready 
to walk out. “High attrition cannot 
deliver customer quality,” says Pramod 
Bhasin, President and CEO, GECIS 
Global, “so more players are moving 
away from that, testing what works 
and what doesn’t.” 

In a business where each prema- 
ture employee departure sets the BPO 
back by some $9,000 or Rs 3,96,000 
(the training bill and so on), getting 
earnest recruits commands a premium. 
Pleasure-seekers are in for disap- 
pointment, and it's best that they stay 
away. "There is more awareness now," 
says Mukerji, *and people understand 
our work, which makes it possible to 
take a serious stance." The new seri- 
ousness, he adds, has already changed 
the profile of the people applying for 
BPO jobs. More and more want BPO 
careers rather than stints. 

But what about the Chief Fun 
Officers appointed earlier with so 
much gusto? Aren't they out of place 
now? Not quite, says Nandita Gurjar, 
Head (HR), Progeon, redefining their 
role in terms of commitment to “team 
collaboration to make a healthy place 
to work”. No more painted faces and 
theme-dress contests, that’s for sure. 
Even family photos and cartoon figures 
have been ripped off the cubicle walls. 
Dating, or any over-amorous campus 
activity for that matter, is simply not on. 
“Companies that are unable to offer a 
career for employees,” scoffs Gurjar 
with more than a hint of disapproval, 
are the ones that “distract them by 
providing space for social life.” 


Business Imperatives 

The rules are tightening at countless 
other places too. The reason: there’s 
work to be done. Work. If it’s a 


TIT VTC OOTY -4 





four-letter word that draws groans of 
anguish, so be it. Clients, after all, are 
not handing out contracts for BPO 
crowds to have a ball. “We are here 
to create professional leaders, dealing 
with serious positions of the busi- 
ness of Fortune 500 clients; there is 
no room for any carelessness,” says 
Nagarajan. “Repositioning is also 
driven by the fact that clients 
demand greater efficiency as we 
move up the value chain,” adds 
Vikram Talwar, CEO, EXL Service. 
“No fun should eat up the efficiency 
of the employee or our ability to 
deliver for them.” 

So ICICI OneSource makes it a point 
to indicate that ‘fun’ is just one of the 
six values it endorses, and the HR focus 
is on rewarding performance. Cele- 
bration, says Mukerji, “is not about a 
weekly party sponsored by the com- 
pany, but achievement of targets”. 

To ensure proper goal-orientation, 
BPO units have also begun undertaking 
a series of training modules designed to 
align employees’ personal job moti- 
vations with the business objectives. 
According to Bhasin, the industry’s 
repositioning exercise will help deliver 
people who can ascend the manage- 
ment hierarchy and contribute to top 
leadership. Of course, customer satis- 
faction levels are expected to rise too. 
According to Jeffrey Sampler, Fellow 
in Management of Strategy and 
Technology at Templeton College, 
University of Oxford, clients now treat 
their offshore partners as value 
providers and not mere call centres. 
“The BPO industry is evolving from 
general purpose into more specialised 
verticals,” he says, “for which it needs 
to give its employees deep expertise— 
and thus the repositioning.” 

So, does that leave call centres a 
dreary place for dullards? Not at all, 
goes the chorus. It’s a re-balance. 
“The point,” elaborates Bhasin, “is to 
stay focussed on goals even while 
having fun.” 
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COUNSELLING 


| am a 25-year-old hotel management graduate working as 
a supervisory chef with a five-star hotel in Mumbai for the past 
three years. My working hours are reasonable and the pay is 
decent, but the problem is that when | joined the course, | 
had no idea what a career in the hospitality industry would 
entail. And now 1 feel that | do not have an aptitude for this 
kind of work. | am considering quitting the industry, but given 
that | don't have a regular degree, am apprehensive about my 
future prospects. Everyone has discouraged me from taking 
a hasty decision, but | know that | won't be able to stick to 
kitchen-work for long. What should | do? 

Your predicament is understandable. After investing 
time, energy and money on a particular field of education, 
it is difficult for you to wrench away from it. But let’s first 
examine the reason why you want to call it quits. Is it 
because working in the kitchen is not your forte? 
Would you be more comfortable in the sales depart- 
ment or some other function? It would be easier for 
you to change to another function within the industry. 
In case you have already considered these options and 
are not satisfied, you can opt for other similar services like 
event management, airlines or facilities management. Or 
else, you can pursue another course altogether. 


1 am a graduate with two years work experience with an inter- 
national call centre. Though the money is good, the late night 
shifts are pulling me down, even though | knew what | 
was getting into. | am contemplating a career change. | would 
like to know the job options available given the fact that | have 
very average educational qualifications. Should | pursue a 
post-graduate diploma or degree and then look for a better 
job? Please tell me how | should go about it. 

With your current qualifications you will be able to get 
a staff job or a front-office job. Sales jobs in the ser- 
vices sector is another possibility, given your call 
centre experience. But they will all be entry-level 
jobs and your prior experience will not be of much 
help. A further qualification will certainly enhance 
your career and growth prospects in the industry. 
Depending on where your interests lie, it could be an 
MBA, CA, a diploma in software, advertising, etc. 


HELP 
TARUN! 


| am a computer science graduate and have been working as 
a web designer with a small company for the last four 
years. Though | am happy with my job profile, a few problems 
have cropped up recently. About a year back, our com- 
pany shifted its base from a central location in Delhi to a very 
down-market remote location. Since we do not have any regu- 
lar work hours and often work late into the evening, | feel a 
little nervous taking the public transport at that hour. | have 
spoken to my boss about the problem, but he doesn't seem 
bothered. | am at a loss to decide what to do. Please help. 

Go to your boss' boss or approach someone in the HR 
department immediately. This is a security issue and 
ensuring your safety is a priority. And if other women 
working in a similar capacity as you also face the same 
problem, then lodge a complaint as a group to have a 
deeper impact. However, in case your boss does con- 
cede and lets you leave earlier, you must realise that you 
will be seen as not putting in the same hours as your 
male colleagues. This may ultimately tell on your chances 
of promotion, etc. And in case your boss does not accept 
your request, try getting transferred to another depart- 
ment where this situation does not arise. And lastly, you 
could always look for another job in a better location. 


I'm a marketing manager with 15 years experience in an MNC 
selling consumer durables. | want to shift to a new economy 
company and am considering attending a full-time MBA 
programme. Is pursuing an MBA counterproductive to my 
career aspirations when weighed against the experience 
and knowledge l'Il gain over the next two years? And, does 
the school where | earn my MBA matter, especially since | 
have so many years of experience in my kitty? Please advise. 
A majority of the MBA students in our country have little 
or no prior work experience. In most other countries, 
you would be prime candidate for an MBA. An MBA will 
certainly enhance your career growth prospects. 
However, make sure you do it from a leading B-school 
for it to have any significant impact on your career. You 
also must be aware that you are giving up two years' 
earnings, so make sure you are financially solvent and 
can afford to take a sabbatical. 


Answers to your career concems are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jnandewalan Extn., New Delhi—1 10055. 
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ТО MANAGE ‘OUR EVER- GROW! ING ASSETS. 


Bajaj Auto dêri manages a capi fund of around Rs. 4000 crore invested in Equity and 
Fixed Income. To manage these investments, we are strengthening our. team.and are looking 
for professionals to man the following positions: - 






HEAD - EQUITY 


The candidate should have’ 10-15 years ‘experience with | Fund riiàgernent in ‘Equities. 







E QUI ITY ANALYST 


Bright MBAs with around 3 years relevant experience: PY e apply. 





HEAD - FIXED INCOME 
The candidate should have 10-15 years relevant experience. 
FIXED INCOME ANALYST 


-Bright MBAs with around 3 years relevant experience. may apply. 






All те above positions are based in Pune. Compensation will match the best in the industry. 





Email i yður resume to: Invest _recrult@ bajajauto, co.in (in email text, not as an attachment) 
‘Stating the Position i in the subject line. 


Alternatively courier your resumes 0: 


HR Department 
Bajaj Auto Lid: 
Akurdi 

Pune 411 035 
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High Tech, 
Low Touch 


The medical fraternity gets the BPO buzz. 


[e DESIGNERS, ENGINEERS, CAS, AND NOW 
doctors. Or at least pathologists, pharmacologists 
and other medical service practitioners—they’re joi- 
ning business process outsourcing (BPO) units to apply 
their skills to clinical records sent across from the 
richer side of the planet. “The job entails evaluation 
and analysis of clinical trials, besides writing patents 
and describing the effects of a drug," says Ashish 
Gupta, COO, Evalueserve, which hires Indian medicos. 
The drug introduction timescales of American pharma 
firms, for example, can be drastically shortened by 
getting work done in post-licence-raj India. 

But given the domestic demand, what makes 
Indian doctors opt for such jobs? “Expansion in 
career choice, technical skills, participation in 
development of new drugs, global exposure and 
opportunity to work in a structured organisational 
environment are some of the many reasons that 
attract medicos to this industry," says Pankaj Vaish, 
Head, Accenture BPO. Medical jobs are jobs like any 
other, subject to worldwide market forces. As the 
world globalises, skills get rechanneled accordingly. 
Top dollar attracts top talent. 


SUPRIYA SHRINATE 


KALYAN CHAKRAVORTY 





Doc at work: Now BPOs are hiring Indian medicos 








High Skies, 
Low Cost 


Star-gazing for all; want to sign up? 





Starry-eyed: Learning is fun 
for these budding astronomers 
» 


OUNGSTERS WHO WANT TO EARN A BUCK DOING SOME- 
thing useful are advised to turn skywards. Not in 
supplication, nor for a career in aviation—but to help 
millions of kids discover amateur astronomy. Sitting atop 
this dream cloud is Dehradun-based Constellation 
Mobile Education & Learning Technologies (C MeLT), 
which intends fanning out across the country with its 
portable planetariums. These neat little inflatable domes 
have already wowed kids at Doon, Welham and dozens 
of other schools (the student count has crossed 65,000), 
and the mission now is to push the frontiers. Deep 
Bali, Co-promoter, c MeLT, speaks of a widespread latent 
interest even in the rural hinterland that has gone 
ignored for much too long. This means going boldly 
where no starry show has gone before (and certainly not 
a planetarium that everyone can relate to, including the 
least city-exposed). Bali, with his infectious enthusiasm, 
is looking to generate “a scientific temper among young 
minds". To join the effort as an instructor, C MeLT offers 
its own training module. The company's current lot of 
part-timers earn some Rs 1,000 per show—but that, 
enthuses Bali, is but a fraction of the real reward. @ 
PAYAL SETHI 
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Senior Management Jobs 





DEPUTY GENERAL MANAGER SR. MANAGER/ DY GENERAL MANAGER - ! 
Associated Road Carriers Ltd. QUALITY 

The ideal person must be graduates preferably with Eicher Goodearth Limited 

postgraduate qualifications in management with experience in Should be B.E./ B.Tech from institute of national repute, 
service oriented industry preferably Transport / Logistics / preferably from IITs/ BITS — Pilani/ DCE etc.Should have 
Express Cargo. good change management skills and in-depth knowledge of 
Experience: 10 - 15 years modern quali ig Va 

Job Code: 26695252 Experience: 0-15 years 


DIRECTOR/VP - SOFTWARE ENGINEERING ASSISTANT GENERAL MANAGER- 

` Indigo IT Solutions & Consulting MARKETING Manikya Plastichem Pvt Ltd. 
Responsible for all R&D productivity & all stages of Successful track record of appointing dealers in the field of 
development (complete development life cycle) with some ties to agricultural products like sprinklers,drip irrigation 
Pre-sales. Review and understand Standards/ RFCs for systems. Knowledge of South Indian languages a must. 


implementation. Delivery ownership. Кыым aga 


Experience: 10 - 12 years 

Job Code: 25815324 

‚ VP - BUSINESS DEVELOPMENT PROGRAM MANAGER - PRODUCTION 
Zenith Software Limited Parsec Interact, Inc. 


The ideal person must possess management degree from a Manage multiple outsourced call centers, planning & 
institute of repute. He/she should possess leadership quality & ^ production scheduling in co-ordination with sales departmen 


„carry excellent communication & people management skills. Manage a team of Production executives, including hiring, 
Experience: 15 - 25 years training and coaching, 
Job Code: 24666454 Experience: 6 - 10 years 
Job Code: 25064933 
GENERAL MANAGER -SALES CEO 
Scandent Group : ZMG Ward Howell 


This position will be over all incharge in sales performance. An Indian subsidiary of an international group. The Compa: 
' Responsibilities would be meeting the assigned sales/business aims to provide a bridge between the rapidly increasing stude 


Ке A : opulation that is looking for part-time and entry-level full tin 
targets, driving numbers, sales strategies, promotions programs, PE opportunities and Companies that are орок for flexib 


tactics, and channel management. staffing, part-time employees and project-oriented work. 
Experience: 7 - 10 years Experience: 12 - 15 years 
Job Code: 26388937 Job Code: 26560577 

` PROJECT MARKETING & COMMERCIAL HEAD GENERAL MANAGER (TECHNICAL) 
Larsen & Toubro Ltd. ADCC Total Solutions 


Incumbent should have exposure to business Should be a civil engineer having at least 15+ Years of 
development/project development & engineering.He should — experience in Roads & Bridges projects. The к азага 
have extensive domestic & international experience in seeking OVS co-ordination with all the project sites anc project 


tun Etc tania SEAL eheei v projects & equipment managers, evaluation of tenders, cost estimates, survey 
Jorpe By Pro} quip j evaluations , education planning etc. 


Experience: 8-15 years Experience: 15-20 years 

· Job Code: 26384287 Job Code : 25871225 
GM-MARKETING GENERAL MANAGER 
Zycus Infotech Pvt. Ltd. Oceanic Enterprise 


The ideal person will lead a small team of product marketing To strategize marketing operations across the network, 
exercise includes Market Segmentation, Product Positioning, planning, implementation, and execution of marketing plan 


Competitive Analysis and Market Intelligence & Sales tools. through branches and product centers in the manufacturing 
Experience: 6-15 years plants. 
Job Code: 26295121 Experience: 20 - 25 years 

Job Code : 26030249 


` HOW TO APPLY FOR THESE JOBS: 
1. Logon to www.monsterindia.com 


2. Click on "Search Jobs" link © 
_3. Type the job ID number in the "Keyword Search" field monster.com 








SENIORENGINEER 

Hewlett Packard / HP- India 

Should have knowledge of developing & evaluate systems (e.g., 
software or firmware designs), investigate, integrate, develop, 
define and validate models. 

Experience: 2-6 years 

fob Code: 26459619 


2EE PROFESSIONALS 
tyam Computers Services Ltd 
Тһе candidate should have at least 5 years of relevant experience 
.n J2EE, Struts Must have excellent communication. & 
»nterpersonal skills. 
Experience: 5 - 8 years 
P Code: 26701115 


MESSAGING ANALYST 

Wipro Technologies 

Must have experience in providing L2/ L3 support to 

ganizations with more than 10000 mailboxes. Strong 

experience in MS Windows 2000, Active Directory, Exchange 

2000, Exchange Routing, Virus Management etc. 
erience: 2-6 years 

b Code: 26225039 


SYSTEM ADMINISTRATOR 
ШОВ! Bank Ltd 
Applicant must have excellent skills on Sun Solaris, HP-UX, 
"Windows platform. Incumbent must have capability of 
anaging HA systems, multi server-multi platform setup, OS, 
ackup & Cluster solution. 
xperience: 4-5 years 
ob Code: 26457323 


ISOFTWARE ENGINEER 
Agilent Technologies 
Es be a qualified BE/ME with excellent academic record. 
ou would be responsible to install applications on user 
chine, administrator and configuration management support. 
rience: 2 - 4 years 
ob Code: 26187677 


:MANAGER-PROGRAM MANAGEMENT 

Sapient 

Applicant must have knowledge of establishing and maintaining 
esses to manage the complete project lifecycle, set project quality 
performance standards, assess and manage risk over the project 

cle. 
ence: 3-9 years 
Job Code: 26661568 


HOW TO APPLY FOR THESE JOBS: 

1. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the "Keyword Search" field 


JAVA DEVELOPER CUM UNIX TESTER 

Xoriant Solutions India 

The candidate should have experience in programming - Java 
J2EE. Experienced in writing test cases, test plans, execution of 
test plans / cases etc. 

Experience: 3 - 4 years 

Job Code: 26250393 


APPLICATION DEVELOPER 


Intel 

Must have minimum one end to end SAP implementation 
experience with at least 2 to 3 years in ABAP environment. Must 
have additional knowledge of SAP ABAP, cross applications like 
ALE, IDOC, BAPI etc. 

Experience: 2-7 years 

Job Code: 26775039 


J2EE ARCHITECT 

American CyberSystems 

The ideal person should have expertise in OOAD, UML, Rational 
Rose on J2ee framework. Should have ability to map large, 
complex projects and architect solutions, strong design skills 
required in J2EE, Struts using BEA Weblogic. 

Experience: 6 - 8 years 

Job Code: 24468409 


. NET ARCHITECTS 

Keane India Ltd 

At least 6 years of experience in development using Microsoft 
Technologies in general, including at least 2 years of .Net 
experience - asp.net, С#, Winform/ Winservices and 
knowledge of SQL. 

Experience: 6 - 10 years 

Job Code: 26451872 


ASIC DESIGN ENGINEER-VERILOG, 

VHDL Tech Point 

B.E/B.Tech.qualified. Should have experience in ASIC design 
flow and the EDA tools and in-depth knowledge of 
Verilog/VHDL semantics from simulation and synthesis 
perspectives. 

Experience: 2 - 4 years 

Job Code: 26768527 


TECH LEAD-VIDEO 

Celstream Technologies 

BE in Computer Science /Electronics & Communication or 
related discipline/ MCA. Working experience in C applications 
development & Assembly coding. DSP optimization 
techniques, preferably TI DSP & ARM. Porting Video codec 
(MPEG4/WM) to DSP platforms etc. 

Experience: 6 - 8 years 

Job Code: 25970854 





© monster.com 





monster.com 


Sales and Marketing Jobs 


MARKETING EXECUTIVE 

Wipro Technologies 

As a marketing executive, you would be managing a set of 
accounts and generate sales across the Wipro line of products. 
The incumbent would carry a sales target and would be measured 
against the target among other objectives. 
Experience: 1-2 years 

Job Code: 26775956 

CCTV - SALES EXECUTIVES 

Sanyo Airconditioners (Singapore) Pvt. Ltd. 

The ideal person must possess degree in Electrical Engineering 
with around 2-3 yrs of sales experience in CCTV. MBA 
qualification would be preferred. He/she must be open to attend 
product/ marketing knowledge training in Japan. 
Experience: 2-3 years 

Job Code: 26797196 


ENGINEER - SALES 
Waaree Instruments Limited 
The position would involve in identifying sales opportunities 
and devising marketing plans. Coordinate with product 
development team for specific customer applications. 

3-7 
Job Code: 26507427 


AGM (MARKETING - INSTITUTIONS) 
Mahavir Enterprises Pvt Ltd 


Should have MBA in marketing with at least 12 years of 
experience in corporate marketing. Responsibilities include 
leading team of sales representatives, direct marketin 
monitoring, big order negotiation, co-ordination with principal 
companies. 


Experience: 12 - 20 years 
Job Code: 26770222 


SALES MANAGER 
Aishwarya Telecom Pvt Ltd 
B.Tech/Diploma in ECE with atleast 3 years sales experience in 
Telecom Sector. Should have pleasing personality with good 
communication skills and fluency in English is must. 

3-8 years 
Job Code: 26768397 


PRODUCTSALESSPECIALIST 

Hewlett Packard / HP- India 

Should bea Bachelor in Engineering with MBA and have 6-8 years 
of experience. He/she should carry sound knowledge of IT sales. 
Must possess strong presentation, sales, negotiation and 
influencing skills. 

Experience: 6-8 years 

Job Code: 26702678 


HOW TO APPLY FOR THESE JOBS: 
1. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 


3. Type the job ID number in the "Keyword Search" field 
4. Click the "Search lobs" button 


BUSINESS DEVELOPMENT EXECUTIVE Y 
BioImagene India Pvt Ltd 
Should be a technical graduate with MBA in Marketing or 
Biotechnology with additional qualifications in Foreign trade : 
Bioinformatics. 

2 - 9 years 
Job Code: 25957146 


BUSINESS DEVELOPMENT MANAGER 
ReadiMinds Systems & Services (India) Pvt. Ltd. 
Must have successful track record of offshore busine 
development in international markets, specially in USA. Pri 
network of contacts, with end-users, technology vendors апа: 
organisations is essential. 

Experience: 2-4 years 

Job Code: 18116344 ' 


SALES MANAGER 

Golden Landmark Hotel 

Must have successful track record of offshore busine 
development in international markets, specially in USA. Pri 
network of contacts, with end-users, technology vendors and! 
organisations is essential. 

Experience: 5 -6 years 

Job Code: 26792579 


MARKETING EXECUTIVE 

Cellent Technologies 

Responsibilities would be setting up the marketing strategic 
expanding client pool, understanding client requirements bett 
and working on parellel initiatives. Also responsible for settir 
up short-term and long-term marketing goals. 
Experience: 1-2 years 

Job Code: 26770614 


AREA SALES MGR (TELECOM & BROADBANI 
Hinditron Services Pvt Ltd 

Responsible for managing and directing all Telecom and 
Broadband product line sales through direct sales and 
external Sales Representative organizations. BE or 
Equivalent technical degree. 

Experience: 3-5 years 

Job Code: 25425749 


BUSINESS DEVELOPMENT MANAGER 
ReadiMinds 
Must have successful track record of offshore busine: 
development in international markets, specially in USA. Pric 
network of contacts, with end-users, technology vendors and ¢ 
organisations is essential. 

:2-4years 
Job Code: 18116344 


Q monster.com 





{NANCE HEAD 

droit 

.large apparel and textile sourcing organization in collaboration 
‘ith a renowned Euro brand for searching a livewire finance head 
or their corporate headquarters in Gurgaon. 

Experience: 10-15 years 

»b Code: 26857722 


:CCOUNTS MANAGER - BANKING 
гога Fashions Ltd 
© handle banking transactions of 100 crore garment exporting 
ompany. Applicant will be wholly responsible for interacting 
rith bankers for obtaining and maintaining credit limits and term 
»ans. 
ixperience: 3 - 8 years 

b Code: 26636993 


;HARTERED ACCOUNTANT 

issar Group 

pplicant will be responsible for Budgeting, Accounting, 
axation, MIS Reports, Finalisation of Accounts. Knowledge 
f Sales Tax / TDS / Service Tax. 

xperience: 2 - 8 years 

»b Code: 26149120 


AANAGER- BRANCH BANKING 

CICI Bank Ltd 

Ingineering/MBA/CA qualified. He/she will enhancem the 
elationship value with existing customers, achievement of the 
pecified productivity norms like Turn Around Time, Pulse 
core, Six Sigma, etc. 

'xperience: 1-7 years 

ob Code: 26509856 


MANAGER - THIRD PARTY OPERATIONS 

DBI Bank Ltd. 

ЈА / IFCAI / MBA qualified experience in extensive MIS related 
ctivities - like volumes-throughputs-defects reporting, 
'roductivity charts etc. 

ixperience:2-5 years 

ob Code: 26798065 


'INANCE EXECUTIVE 

teane, Inc. 

'inance Executive must have good exposure to sales tax, modvat, 
uty drawback etc. He/she would be managing receivables & 
rayables, support to costing & inventory management, audit & 
{IS etc. 

“хрегіепсе: 2-7 years 

ob Code: 26449516 


HOW TO APPLY FOR THESE JOBS: 

. Logon to www.monsterindia.com 

t. Click on "Search Jobs" link 

|. Type the job ID number in the "Keyword Search" field 
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@ monster.com 


monster.com 


BRANCH HEAD 

Mahindra & Mahindra Financial Services Limited 
Incumbent must be capable of leading a team of field officers 
and be responsible for their performance plan. Execute and 
achieve through team, the budgeted targets, liaisoning with 
various agencies-dealers, customers, local govt. authorities etc. 
Experience: 5 - 10 years 

Job Code: 26621164 

EXECUTIVE ACCOUNTS 

Mother Diary Foods Processing Ltd 


The ideal person must be CA with 4-5 years experience in 
handling Accounts/ Costing/C/C opening/ Handlin 
remittances/ Budgeting/ Balance Sheet/ Fund Management 
IA etc. 

Experience: 4-5 years 

Job Code: 26619240 


= Mina 


CHARTERED ACCOUNTANT 

Pranavaditya Spinning Mills Ltd. 

Applicant would be responsible for Secretarial and Accounts 
matter of the Company. Ideal person should be CA & CS with 
minimum 5 years of experience. 

Experience: 5 - 12 years 

Job Code: 26392071 


GENERAL MANAGER - ACCOUNTS 

Transasia Biomedicals Ltd 

Incumbent should have administrative and leadership qualities | 

in handling a large team. Other responsibilities would be MIS, 

Taxation, Statutory Audit, Treasury, Banking and Insurance | 

etc. 

Experience: 12 - 15 years | 

Job Code: 26398528 i 
ا‎ 


SR./ INTERMEDIATE AUDIT MANAGER 
Aithent Technologies Private Limited 

Oversee/ contribute to the overall audit process: 
Develop/contribute to the development of an audit plan, based | 
on risk assessment of the client & appropriate programs. 
Experience: 6 - 10 years 

Job Code: 26802598 


ANALYST 
Morgan Stanley | 
Responsibilities for aggregating and synthesizing data to report | 
to business unit heads as well as senior management. Report and | 
understand trends and competitive rankings to increase client | 
profitability and improve client targeting. 

Experience: 3-5 years 

Job Code: 26889093 | 





BANDWAGON PIONEER 


THE e 


LISIC 
ever 
Stops 


It hasn't, for DNA Networks founder 
T. Venkat Vardhan, and it hasn't for 
Indian fans who have to almost exclusi- 
vely depend on the man for a chance to 
see their favourite gigs live. A rockstar's 
life may be replete with sex, drugs, and 
rock & roll, but Vardhan's chosen 
vocation is nothing but a mix of blood, 
sweat, toil, even tears. The music is 
the saving grace. BY VENKATESHA BABU 
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UR STORY BEGINS IN 

1986: no MTV, no iPod, 

no music channels, no 

MP3 format, no Bear- 

share (this writer’s per- 
sonal favourite peer-to-peer search 
and download software after Naps- 
ter went legit), and no internet to 
access the latest music rocking the 
world. Compact discs were around 
(but almost no one had them). Tapes 
were the in thing, although vinyl 
still had its votaries (especially audio- 
philes). That's the year a long-haired 
22-year-old with some money to 
spare and great political heritage— 
grandson of Karnataka's first CM, 
Kengal Hanumanthaiah, the man 
who orchestrated the building of 
Bangalore's signature landmark 
Vidhana Soudha—combined his 
passion for rock and roll with the 





need to eke out a living and convin- 
ced Viacom Networks (the com- 
pany behind Mrv) to give him the 
India franchise for two years, and on 
that basis approached Doordarshan, 
the then broadcasting monolith, 
for a slot. He gets one all right, at 
10.30 pm, so that ‘Indian culture 
isn't polluted by strange western 
influences', and the fallout, little 
ad support, makes the young enter- 
prise almost go belly up. 

And it ends (although the entre- 
preneur's saga doesn't) in early 2005 
when rock (and now world-music) 
legend Sting performed in Bangalore 
and Delhi on February 4 and 6. In 
the 20 years intervening, admits 
T. Venkat Vardhan, our entrepre- 
neur, now 41, bon vivant, failed poli- 
tician (he was the Vice President of 
the Janata Party headed by his friend 





DNA Networks' Venkat 
Vardhan: Music rocks 


Vijay Mallya) music lover, founder 
of the event management company 
DNA Networks, the industry has 
changed. At 22, Vardhan believed, 
like most people do today, that the 
business was all about glamour. “It 
could hardly be more different; it is 
about planning, costing and a lot 
of grunt work," he smiles. *There is 
the fairy dust the artist brings, but 
months, sometimes years, go into 
getting a live act together." 

Much of this (the grunt work, 
that is) stems from the unique eco- 
nomic model companies such as 
DNA Networks have to follow in 
India, the small thing of finding 
sponsors to defray much of the costs 
(see The Economics Of It All). Then 
there is the thing about convincing 
artists/groups to perform in India: 
most in-demand ones are booked 


eet blow 
special effe 


60,000 Wot 
Z tf) ногі 






Event management 
is about planning, 
costing and a lot of 
grunt work. Much of 
the grunt work stems 
from the economic 
model companies have 
to follow in India 


The 


as long as eight years. 


m In most states, the government takes 25 per cent of ticket revenues as 
entertainment and sales tax; in Karnataka, the amount is 10 per cent. 

m The average audience size is around 25,000; between 3,500 and 
5,000 of this number is made up by the artist’s/group’s die-hard fans who 
will travel anywhere in the world for a concert and inrternational tourists who 
just happen to be in the city at the time. 

wA concert creates around 1,000 temporary jobs in the city; promoters need 


Of It All 


NA HAS BROUGHT ARTISTS LIKE SHAGGY, ENRIQUE IGLESIAS, BRYAN ADAMS, ROLLING 

Stones, Elton John, Deep Purple, Roger Waters, Vengaboys, M.C. 
Hammer, Ricky Martin, Def Leppard, Savage Garden, Boyzone, Yanni, 
Michael Learns to Rock, Europe and now Sting to India. Here’s how the 
economics of a typical concert (if there can ever be such a thing) works. 
m It costs anything between Rs 1.5 crore and Rs 5 crore, depending on how 
hot the artist or group is, to bring a gig to India. 
min the West, ticket sales account for almost all the income; in India, 60 per 
cent of the income comes from sponsors and 40 per cent from ticket sales. 
mit can take as little as six months to get an act to India. Or it could take 


to get clearances from over 20 city departments for a concert. 


Over the next year, Pepsi, Hutch, Nokia, Hero Honda and McDowell 
have earmarked Rs 4 crore to Rs 4.5 crore each for concert sponsor- 
ships. That means Indian audiences can get to see between four and six 


live acts this year. 


months, even years in advance and 
any company that hopes to make a 
name for itself in the business (and 
keep that name) should have several 
acts in the wing at any point in 
time. Right now, for instance, bas- 
king in the post-Sting glory, 
Vardhan is juggling negotiations 
with some 10 acts. Some deals are 
wrapped up in months, others can 
take time: Vardhan first initiated 
discussions with Sting in 1997; the 
concert finally happened in 2005. 
There is also the bureaucratic maze 
that needs to be navigated. *We 
have to take clearances from the 
central government right down to 
the local police station. In Mumbai, 
for instance, each time we put up a 
show, 20 clearances are required 
from everything like police, fire, 
health departments to ones like pest 
control," he says. And finally (apart 
from all things involved in the actual 
ticketing and managing the venue of 
the concert), companies such as DNA 
have to handle the artists/groups. 
That involves mundane details such 
as flying them, and their retinues 
in (or footing the bill if they fly in on 
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Artist Related* 
Marketing, Advertising 
and Promotion 
Ticketing/Retailing 
Pre-concert Planning 


* Includes talent fee (varies between 30-40 
per cent), air fare, board and lodging, and stage, 





light and sound costs 


Audiences in 

India and the 
Indian market 
may one day 

have a decisive į 
role in making 
or breaking an 


artist/group 


their own jet as The Rolling Stones 
did), putting everyone up, catering to 
individual whims (Bryan Adams 
wanted fresh air in his hotel room, 
not an air-conditioned environment; 
Mick Jagger wanted tickets to be 
priced low enough for young school- 
and college-going people to attend), 
and ensuring that while the artist 
or the group doesn't directly endorse 
the sponsor's company and pro- 
ducts, the latter get enough mileage 
from the association. “Events such as 
this allow Indian youth to come 
closer to international music," says 
Vipul Prakash, Executive vP (Mar- 
keting), Pepsi Foods. 

Vardhan refuses to be drawn 
into disclosing the profit margins 





in the business—he will only say that 
the margins vary from one gig to 
another—but estimates with this 
writer suggest that on a two-city 
two-concert tour such as Sting's 
that costs around Rs 5 crore, DNA 
typically makes Rs 50-Rs 75 lakh. 
DNA beefs up that number by orga- 
nising press conferences and events 
for companies, something that ensu- 
res a steady revenue stream and 
helps the company maintain its 30- 
strong permanent workforce. Not 
bad for a company that lost money 
on its first (Europe, in 1988, and the 
band asked Vardhan for the then 
princely amount of Rs 1 crore, 
$771,605 at the then exchange rate, 
to perform in India), second 
(Samantha Fox, in 1990), and third 
(Michael Jackson, in 1993 and the 
King of Pop cancelled his trip to 
India two weeks before the concert, 
and DNA was left in the lurch) big 
events. “Demography is destiny,” 
says Vardhan, convinced that the 
tables will soon turn. “Indian audien- 
ces and the Indian market may one 
day have a decisive role in making or 
breaking an artist/group.” 
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‘bt bookend 


| Blink, Therefore! Am ~- 


Daring books on snap judgement and market creation, plus an endearing one on tear control. 


HE BACK OF THE BOOK 

describes Blink as a book 

about how we think without 
thinking, about choices that appear 
to be made in seconds. As an indi- 
vidual who has constructed his life 
on the edifice of intuition, I was 
quite charmed by the proposition. 
So someone was going to make us 
gut-guys look sensible. 

The fact that Malcolm Gladwell 
authored it made matters even 
more seductive. Gladwell had some 
years ago bestowed upon us The 
Tipping Point. If my memory serves 
me right, it-was the buzz phrase of 
2000. There is other good in 
Gladwell as well. He has the 
unique distinction of being both 
the business and science reporter at 
the Washington Post. Not many 
are intellectually so ambidextrous. 

The basic premise of the book is 
very simple: what goes on in the 
human brain in the two seconds 
in which a person reacts to or 
decides upon something. In his 
own words, Gladwell states, “Blink 
is a book about those first two 
seconds.” Six pages later, he adds 
armoury to the argument. He says, 
“Blink is not just the celebration 
of the power of the glance, how- 
ever. I am also interested in those 
moments when our instincts betray 
us.” Mind it, this was page 14. „жа 

Something in my bones told Blink different: Two seconds, minutes, centuries or millennia, don't self destruct 
me that the book ended there. 





Е) 


Gladwell had glorified the glance. 1 | e. | BLINK He wanted to convince the 
thought the book would be a | | reader that one's snap judge- 
ferocious battle between the blin- 1] j | By Malcom Gladwell ments and first impressions 
king and thinking, but the first onun — | Little, Brown could be educated and con- 
cracks in the E were already * | Press let м this pe me ken 
a ng ont Р net : 

PP finally there won oie last pur- | | PP: 288 it had я Ав Enik line. 
pose that Gladwell wished to serve. | Mee» біна! | Price: Rs 686 What was this book all about? 
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bt bookend | 


Was it about the blink or the 
thought-out blink? Is it good to 
blink or good to think? 

It is this fundamentally unan- 
swered question that makes the 
book suspicious. What makes it 
readable is the array of examples 
that Gladwell merrily borrows 
from. Indeed, the landscape of the 
journey is captivating. 

It's just that no one knows 
where the destination is. The book 
commences with a fake kouros at 
the Paul Getty Museum. It then 
swerves into card decks observed by 
scientists in Iowa. It cruises along 
couple-compatibility and then stops 
at a red light called tennis, where 
you read about Vic Braden who 
instinctively knows when a player 


will double-fault in a game of tennis. 
It also reveals a little known but 
somewhat important fact about 
George Soros. Apparently, he 
changes his position on markets 
each time his back aches. (I mean, 
how reassuring is that!) 

The book is also richly pep- 
pered with sweet little tests. There's 
a ‘scrambled sentence test’, a pri- 
ming experiment that apparently 
wrecks your adaptive unconscious. 
Then there's the ТАТ (Implicit 
Attention Test) and the even more 
staggering RACE IAT. Of course, 
there's also the Harold for all you 
theatre-junkies. 

Gladwell also pontificates on 
'sensation transference' and how it 
was applied in the marketing of 





margarine. He throws a car sales- 
man into the argument and then 
lures a lady who plays the French 
horn at The Metropolitan Opera in 
New York. As I said earlier, the 
landscape of the book is richly 
rewarding. And that is precisely the 
point I wish to state. 

Gladwell's Blink is a series of 
examples for an argument that 
inherently blinked. 

On Page 118, Gladwell echoes 
the words of a management guru 
called Kevin Kelly who once said 
“The first thing I told our staff is 
that we would be in command and 
out of control." 

Pretty much sums up the book 
forme. Em 

SWAPAN SETH 
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Toyota Corolla 


Why? It’s a Toyota 

Why Not? It's got a waiting 
list longer than Chitty-Chitty 
Bang-Bang 


|! p IN THE GREYNESS OF THIS 
vehicle is a surprisingly good 
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Great, you've broken into the rarefied 
echelons of the corporate hierarchy. 
Do you have the wheels that befit your 
status? Not something that you drive 
yourself, though; after all, who can 
handle all that traffic that plagues 


rush-hour commutes across the country, 


package. The ride is very com- 
fortable. In fact, this is a rather 
tall car, which means that you 
have quite a lot of headroom. Still, 
if you want to slouch and crash 
comfortably on that long drive 
home after a boy’s (or girl’s) night 


but something in which you can sit 

back, relax and enjoy this magazine 
(shameless plug!). In case you don't 
(have such wheels), or are looking for 

an upgrade, here is a little guide to 
India's best Back Seat Rides. We've 
judged them on a few important 
parameters, most importantly snob value, 
rear legroom (vis-à-vis airline classes) 
and interior. BY KUSHAN MITRA 


out, you should ideally spend a 
bit more. 


Snob Value: kok ж Ж * 
Legroom: Premium Economy 
Interior: Bachelor Pad 

Price Tag: Around Rs 10,00,000 


MILLIONAIRE CARS HEALTH 
; WITH-IT PEOPLE 


Hyundai Sonata 2.7 V6 


Why? Damned good value for money 
Why Not? Um, it looks like the 
bastard child of a Jaguar and a 
Mercedes, and there is a new 
Sonata on its way soon 


N A DRIVE FROM MUMBAI TO 

Goa in a Sonata in which this 
correspondent was travelling, a lady 
journalist managed to nick a three- 
wheeler. What followed was the 
owner of the said three-wheeler 
hanging on to the front windshield 
(a la Mel Gibson in Lethal Weapon). 
Then he ended up sitting on the 
bonnet while the car was moving. 
I'm sure he found it comfortable, 
but this correspondent was rolling 





Snob Value: ЖЖ ў 


around the back of the car laughing. 
There was a lot of room to roll 
around and laugh in the said car, 


said correspondent) did not affect 
the drivability of the car. Now, if 
only Hyundai could remove that 


Legroom: Executive 
Interior: Lounge Bar 


and the movement of mass (of the Price Tag: Around Rs 14,00,000 


pointless hood ornament. 


Why? Lots of leg room and great fun when you want 
to take over the driver's seat 

Why Not? Ride is a bit bumpy, and the neo-modern 
feline look is not everyone's cup of tea 


Honda Accord 3.0 V6 


F YOU WANT TO GET FROM POINT A TO POINT B IN COMFORT, 
E also fast, you really cannot do much wrong if you 
choose this particular chariot. Yes, it looks like something 
you might see in the latest Star Trek movies, but it is 
rather conservative inside. If you happen to have the 
same dimensions as a ‘professional’ wrestler, you would 
really appreciate the additional legroom, but because 
this car is a solid performer, the ride can seem a bit 
harsh. That said, this is possibly the most fun car of the lot 
to drive once in a while. And you just must have it in Black. 


Snob Value: Ж Ж Ж 

Legroom: Executive 

Interior: Nightclub 

Price Tag: Around Rs 16,00,000 
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Why? Lots of metal for a not-so-inflated price tag 
Why Not? It looks like a bigger Octavia and the 
ride isn’t that good 


є BELIEVES THAT THE OCTAVIA HAS BEEN A 
great success in India, having sold almost 10,000 
of them. They also believe that the goodwill that the 
Octavia has earned will help its upmarket offering, the 
Superb. One problem: you have to look really hard, 
and that too through an auto-enthusiast’s glasses, to 
spot the difference between the two cars. Or, one 
will think that the Superb is a bigger Octavia. One 
onlooker even asked this correspondent whether the 





car was the ‘Octavia Superb’. Obviously, there are 
problems when you try and replicate your image 
across the range. That said, there are rear AC vents, 
comfortable seats and a nice audio system all cou- 
pled with generous legroom. But this car doesn’t 
ride the road as well as you had hoped (too much 
road noise filters inside). On the plus side it’s 
good fun to drive. 


Snob Value: 

Legroom: Executive 

Interior: Coffee Bar 

Price Tag: Starts at Rs 23,00,000 


Why? It has a three-pointed star 
Why Not? The heart-attack-inducing bills 


OR SOME STRANGE REASON, MERCEDES- 

Benz the brand associated itself with 
the Will Smith and Tommy Lee Jones 
starrer Men In Black II. Their engineers 
were obviously paying too much atten- 
tion to the aliens and not Lara Flynn- 
Boyle because this car looks like a space- 
ship on wheels. Unfortunately, there 
are two problems with the E-Class. 
First, everybody has one, and second, 
this car is developed for people who like 
driving, so to sit at the back is really a 
waste. No doubt about the fact that it is 
comfortable, but there are too many 
of them in South Mumbai. Plus, it does 
cost a bomb to maintain. 


Snob Value: yk yk Ж Ж * 
Legroom: International Executive 
Interior: Men in Black HQ 

Price Tag: Starts at Rs 35,00,000 


Mercedes-Benz $350 








Why? Vorsprung durch technik 
Why Not? It is more fun to drive 


pev ACS FOR ALL OCCUPANTS, A BOSE 
surround system and electronic window blinds. This 
car is cool. Oh, and if you want you can just change the 
suspension settings at the click of a button. This car 
plays the role of the super-powerful executive's wheels 
very well. Rear legroom is stupendous. But there is one 
problem; this car is a blast to drive and you really 


Why? Anyone who has 'made it' has it 
Why Not? Anyone who has ‘made it’ has one or 
two or three or... 


су PEOPLE DON’T BUY THIS CAR FOR THE COMFORT 
it promises or the nice toys. Nope, it is not 
even for the attempted feline looks. You see, the 
S-Class is defined not by what it is, but by who sits 
inside. Put it this way, more than half the heads of 
state in the world are carted around in one. Here, 
you have a car that feels gentle, but is built stronger 
than a T-90 tank. The only problem: you tend to 
lose that ‘special’ feeling. What point is it pulling up 
to The Oberoi in one of these when there are five 
more crowding the porch? A pity Mercedes-Benz 
India doesn't have an S-Class owners club, because 
the members list would be something to look at. 


Snob Value: Yk yk Ж ЖЖ 
Legroom: First Class 

Interior: Cigar lounge 

Price Tag: Starts at Rs 75,00,000 


don’t want to give it to your driver, rather, chauf- 
feur. This is a two-tonne rocket propelled aluminium 
hulk. OK, top speed is controlled at 250 Ks. If you are 
looking in this segment and enjoy more than the 
occasional drive this is just up your driveway. 


Snob Value: Ж yk yk ЖЖ 
Legroom: First Class 

Interior: Starship Enterprise 

Price Tag: Starts at Rs 65,00,000 





Why Not? It’s actually German. Boring, eh? 


Bentley Arnag 


е RL Why? Big, and stinks of British royalty 








ESPITE WHAT THE BENTLEY MARKETING LITERATURE TELL YOU 
Dao: the 75-year heritage of the company and good-old 
W.O. Bentley who founded the company, the brand today is ac- 
tually owned by Volkswagen. That aside, this car looks and feels 
very regal, House of Lords kind of stuff and all that. You can 
just sink (literally) into the rear seats; the front seats look and 
feel light years away. You can customise virtually everything in 
the interior of this car, from the leather, electronics to even the 
grain on the wood. Every car is completely individual and put 
together by the best British craftsmen. Somehow, buying things 
like this makes one wonder if the days of the Raj are truly past. 


Snob Value: ЖЖ Ж Ж Ж Ж 

Legroom: Private Jet 

Interior: Buckingham Palace or Beckingham Palace 
(your choice) 

Price Tag: Um, should start at around Rs 2,50,00,000 


THE GRANDDADDY OF THEM ALL 


The Maybach 


Wi „ OTHER THAN THE FACT THAT OWNING ONE WILL ATTRACT INCOME TAX. RAIDS LIKE MOTHS TO A FLAME, THIS 
is the ultimate four-wheel vehicle. It costs a mere Rs 5,00,00,000. Even the most well-paid professional exe- 
cutive can only dream of something like this. But really, is it worth it? One automotive magazine editor dismissed 
it as looking like a *Nazi officer's car". Well, to be fair, the Nazis did drive nice cars. But really, despite all the 
toys, gadgets and gimmicks, this is way too ostentatious. And this may 
not be at the top of the pyramid for too much longer. You see, 
there is something called the Bugatti Veyron V16/4, the production 
of which is being considered. That, my friends will set you back a mere 
$2 million (Rs 8,80,00,000) plus import duties if it is ever made. 







Los 





Nt > as eti " 
n ^ \ А math (ies 
IE. . ER a 


MS Programs 


Two year, Full-time, Campus Programs at Hyderabad. 


| MS (Finance) | MS (Marketing) || MS (HRM) 











Highlights 
¢ Full-time programs organized in * Active Industry Interface through Internship 
4 semesters in 2 years and Projects 
* Competent and committed faculty * Merit Scholarships 
* Emphasis on case-based learning • Stipendiary Assignments / Assistantships 
* Well-equipped Library and Computer facilities + Bank Loans 
* Soft Skills Training and IT Training * Excellent Career Opportunities 
* Unique 16-week summer internship * Placement Assistance 
Eligibility 
€ Graduation (any discipline) € Final year degree students awaiting results. 
Selection 


Through MS programs Entrance Test (MSET) on April 23, 2005 at 60 test centers all over India. 
(Certain categories are exempted from MSET 2005) 


Classes from 
May 30, 2005 at Hyderabad. 


For Prospectus and Application, please send a DD for Rs.300 drawn in favor of ICFAI University, 
payable at Hyderabad, to: Campus Programs Admissions Department (CPAD) The ICFAI University, 45, Nagarjuna Hills, Punjagutta, 
Hyderabad - 500082. Tel : 040-23435328/29/30/45, Fax : 040-23435347/48. Email: cpadhq icfai.org 


Visit us at: WWW. icfai.org/mseto05 
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HE MEMBERSHIP WAITING LISTS 

at Kolkata’s tony Tollygunge 

Club and the Royal Calcutta 
Golf Club are several years long. 
Then comes the screening, the 
interviews and then, if one gets 
through, comes the membership, 
which guarantees entry into the 
world of the rich and the genteel. 
Rather a long and arduous wait for 
a game of golf, don’t you think? 

Lots of Kolkatans seem to think 
so. That’s why many of them are 
flocking to Ocio, a new five-level 
“leisureplex”, which claims to have 
India’s only multi-level, indoor put- 
ting green. Sarah Stilgoe, wife of a 
diplomat with the British Deputy 
High Commission in Kolkata, is a 
regular here. “My sons, Mathew (6) 
and Samuel (3), learn the rudiments 
of golf here while I relax in the 
café adjoining the course,” she says. 

It’s affordable too. You can play 
two rounds in the air-conditioned, 
9-hole course (par 21) for Rs 25. 
Ocio provides the clubs and the 
balls. “Our biggest usp is that you 
don’t have to be a member to play,” 
says Jiten Khanna, Manager of the 
complex. The game attracts about 
100 players a day. This number 
almost doubles on weekends. 

The course itself has been 
thoughtfully designed—some of 
the angles are quite difficult and 
the small water features and other 
hurdles make a round fairly chal- 
lenging for most. Ocio plans to 
hold regular inter-corporate put- 
ting tournaments here. Khanna feels 
more people will flock in once it 
gets a bar licence by the end of the 
month. “The café by the course 
will be converted into a pub,” he 
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Affordable leisure: India's only multi-level indoor golf course at Kolkata's Ocio 
complex (top); manager Jiten Khanna relaxes by its heated swimming pool 


informs, adding: *We expect lots of 
young executives to stop by for a 
round of golf and a drink on their 
way back from work." 

Ocio, which means leisure in 
Spanish, also has other tricks in its 
bag to attract the whole family. It 
claims to have the city's only heated 
swimming pool. The complex's 
discotheque and a restaurant are 
expected to open their doors by 


next month. Ocio also has a kids’ 
play zone that is equipped with the 
latest interactive video games, tod- 
dlers’ toys and pool. And it claims 
that its gym and spa have the best 
equipment in the city. 

“The idea is to become a one- 
stop leisure shop for the entire 
family, seven days a week," 
Khanna signs off. 
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2005 
PERCEPTION VERSUS REALITY 


LAKSHMI NIWAS MITTAL 
Chairman, The LNM Group Chairman, 


INDIA TODAY CONCLAVE 2005 Aditya Birla Grot 


The future unfolds here. A forum for free and 
frank exchange of ideas among Presidents, 
Prime Ministers, Leaders and Visionaries from 


` = ETE " 
around the world who will engage with the AMITABH BACHCHAN SRI SRI RAVISHANI 
: Actor, Living Legend Spiritual Guru, 
many shades of India, its perception, its reality Founder, Art of Lh 


Foundation 


and finally, its possibilities. Pictured alongside 


are some of the distinguished speakers, who 
DATE : 25-26 FEBRUARY, 2005 


will address the India Today Conclave 200: 
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HE YEAR WAS 1974, 1 WAS BRIGHT-EYED, IMPRESSIONABLE AND 15. TO 

| me and most other male teenagers that I knew then, fitness 

- meant bulging biceps, the sort you saw in advertisements for an 
icon of that era—the Bullworker. My idol was an older guy in the 
Calcutta (now Kolkata) neighbourhood where we lived. Не was 20 and 
had both, the Bullworker and bulging biceps, He was an inspiration to 
many of us younger kids around the block and, when he deigned to have 
` some time for us, we rallied around him for tips on exercising. That was 
my first (and soon to be aborted) foray into exercising. Freehand 
squats, push-ups and stretching were all we did at that time, lacking 
adequate funds to buy weights or a Bullworker. It was also my first brush 


: маф what was popularly referred to in Calcutta as “Bikes”. Not the two- 


> Wheeled variety that you rode but a Кіпа of undergarment that was worn 
, Бу men during sports activity. It was the jockstrap—an elastic waistband 
With a support pouch in front to protect or shield your, well, cojones, 
and two straps that extended from the 
bottom of the pouch across the buttocks (see 
illustration) to hold the garment snugly in 
place. It took те тапу years to realise why 
jockstraps or athletic supporters were 
referred to as “Bikes”. “Always wear your 
Bike when you're exercising," our muscle 
guru idol would caution us, adding a suffi- 
ciently horrific description of torsion and 
twisting that could happen sans a Bike. 
His warning conjured up such a sense of 
pain that all of us kids begged, borrowed or stole to get money to buy 
jockstraps for each of ourselves. As for the etymological aspect of 
"Bikes", the jockstrap was first developed by the BKE Athletic Company 
for bicycle delivery boys in the late 1800s. 

Should you or should you not wear an athletic supporter while 
exercising? There are some who believe you should, Athletic supporters, 
they argue, protect your privates, especially when you're lifting weights 
in exercises like squats, lunges, dead-lifts and even other weight- 
training exercises that are done in a standing position. A good jockstrap 

„helps avoid strain on delicate muscles and ligaments in the groin during 
exercise or sport, and can even be an insurance against developing hernia 
in the lower abdomen. Still, there are others who dispense with a js, 
arguing that well-fitted briefs (not boxers, please) can do the job as well. 
My take on this: If you're seriously into exercise or sport, don't do 
without your trusty Bike. Sadly though, it can be tough trying to lay your 
hands on one. Snazzy sports clothing stores don't usually stock them. Try 
the dying breed of old-fashioned sports goods stores. And remember, a 
good jockstrap should be comfortable and not too tight, and its 
waistband shouldn't cut into your waist yet fit snugly. 

MUSCLES MANI 








Write to musclesmani@intoday.com 
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1 ХХ CROMEGALY? SOUNDS GREEK TO YOU? 


| Fit is, actually, and it í d 






| iot com- : 


though, it refers to a condition 
monly referred toas gigantism, whe 


- bones and tissues get uncommonly 
enlarged. Here's a primer. 


- What it is: A hormonal disorder that 

. results when the pituitary gland, loca- 
. ted at the base of the brain, produces - 

. excessive growth hormone (GH) lead 


ing to abnormal enlargement of facial - 
"bones and body tissues: End result? 


. Diabetes, вр, cardiovascular disease, 
ріпа! cord compression and prema- : 


ture death. It could affect anyone, 
with-an estimated six out of every 
100,000 adults liable to contract it. 


7 More ominous, it has no known risk - 
.. factors, and isn't hereditary either. 


Symptoms: Widening of teeth, thicke-- 
hing of lips, tongue and nose, in- - 


“creasing hand. and feet size, thick 


. and oily skin, fatigue and weakness, 
excessive sweating, pain in the joints, 


decreased mobility and weight gain. 


-< Treatment: The primary cause behind 
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Redmond Kauling 


A! TER NINE YEARS IN MICROSOFT INDIA, FOUR Ot 
them as Managing Director, Rajiv Kaul is moving 
on to bigger things at the software colossus. More 
specifically, he's headed to Microsoft's headquarters in 
Redmond where he will head a newly-created group 
that will look after Windows in emerging markets. 
*Discussions had been on for a few months," says 
the 36-year-old Kaul, when asked about this move. It 
will be some time yet before he moves out. "I do not 
expect to move before April or May at the earliest. It's 
not too easy to physically leave India," he says. Kaul is 
particularly proud of Project Shiksha (computer literacy 
in schools for teachers and students) and Project 
Bhasha (computing in local languages), which he con- 
ceptualised and implemented in India. “These two 
have become global best practices for the company, and 
working on them, particularly Shiksha, has given me 
project experience at a global level, which I guess 
will hold me in good stead for my new assignment," he 
says. It's a window of opportunity, alright. 


Creative Boss 


NSPIRATION COMES FROM ALL SOURCES. JUST ASK 
Neil French, 60, advertising giant WPP's creative 
godfather and the man behind some memorable ads 
like Chivas Regal's (check out www.neilfrencb.com). 
He started out as a bouncer, worked as an apprentice 
matador, and even managed rock band Judas Priest, 
before finally landing up at WPP. 
Here his job is to keep the crea- 
tive juices flowing across WPP 
agencies—a task that recently 
brought him to Mumbai. His 
take on Indian advertising? 
Good, but dumb down 
communication. 
Between all the 
globetrotting, 
French does 
manage 
to catch 
up with 
bullfights in 
Spain, where 
he has a ho- 

















use. Is that cool 
or what? 
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Non-stick Case 


D WAS A MATTER CLOSE TO HIS HEART, AND IN THE END 
truth triumphed. Last fortnight, Harsh Mariwala of 
Marico Industries savoured with pleasure the clean chit 
given to his company’s edible oil, Saffola Gold, by the 
MRTPC. A Delhi-based consumer had accused the com- 
pany of both deceptive advertising and marketing. 
As a man who built the brand from virtually nothing, 
Mariwala is understandably elated. *This vindicates our 
stand,” he told вт. But the real inspiration to health- 
conscious consumers may be Mariwala himself. An avid 
trekker and golfer, Mariwala now looks much fitter, 
having shed some kilos in the recent past. 





Buddha: Take Two 


TS A THIN LINE BETWEEN BUSINESS AND PERSONAI 

beliefs, but Delhi-based B.K. Modi of ModiCorp 
thinks there's a potential business model there—once 
again. Fourteen years after he first thought of produ- 
cing a movie on the Buddha with Bernardo Bertolucci 
as the director, Modi has revived his pet project. The 
$100-million (Rs 440 crore) movie is to be directed by 
Shekhar Kapur of Elizabeth fame, and scripted by 
Deepak Chopra. Modi, President of the Mahabodhi 
Society of India, is aiming at an early 2006 release to 
coincide with Buddha's 2,550th birthday. A Modi 
spokesperson said the group expects the movie to 
rake in $2-3 billion (Rs 8,800-13,200 crore) in revenues. 
That'll be all the blessing his ailing group will ever need. 


VIVAN MEHRA 








F1 Real Estate 


FE Y, IT TOOK FOUR LARGE-HEARTED CORPORATES 
to put the "fastest Indian" on the Formula 1 circuit. 
Come March 6, some 1 billion viewers will watch 
as Narain Karthikeyan straps down into his Toyota- 
powered racing car as the number one driver for 
Alexander Schnaider-owned team Jordan. Making 
the 28-year-old's dream come true are the Tata 
Group, BPCL, JK Tyres, and energy drink marketer 
Red Bull. Although it's not known how much 
money the four have chipped in, it is possible that 
the figure could be as much as Rs 20 crore. Their 
return: The pleasure of seeing their logos sported on 
a new piece of r1 real estate, which includes 
Karthikeyan's car and the man himself. In fact, 
Karthikeyan's breakthrough could spur interest in 
the sport, which as of now has limited viewership in 
the country. So, Karthikeyan isn't the only one 
praying for the race ahead. 

CONTRIBUTED BY KUSHAN MITRA, 

PRIYANKA SANGANI AND ABIR PAI 
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bt event 


Governing Corporates . 


The fourth BT Boardroom Breakfast, held in association with Cisco 
Systems at the Taj Palace, Mumbai, offered plenty of food for thought. 
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FOR MANAGING TOMORROW 


corporate Governance : Four Perspectives and an Imperat 


ESPITE THE 8 A.M. START, A TAD Vivek Gupta. The next panellist, leading corporate 
early for a panel discussion MANAGING DIRECTOR, AT KEARNEY lawyer Zia Mody, felt that India today has 
involving top-notch execs, there Zia Mody a fairly tight and robust environment for 
was a robust turnout at the fourth B1 TE LAWYER compliance compared to what it had five 
Boardroom Breakfast, organised in asso- $ Adi Godrej d years ago, though the paperwork some- 
ciation with Cisco Systems. And why not? CHAIRMAN, GODREJ GROUP times overtook the substance of what 









The topic, ‘Corporate Governance: Four 
Perspectives and an Imperative’, is after all, 
a matter of interest to one and all in the 
country today. Kicking off proceedings 
was discussion moderator R. Sukumar, 
Executive Editor of Business Today, who 
pointed out that the format was slightly 
different this time round, and that the discussion 
would be preceded by a presentation by Vivek Gupta, 
Managing Director, AT Kearney, on an international sur- 
vey on the topic conducted by his company. 

Dwelling on the findings of the survey, which was 
done with 200 institutional investors, Gupta felt that 
with a great deal of effort going into compliance, real 
issues often went hidden. But good corporate gover- 
nance had its benefits as well. “80-90 per cent of 
investors are willing to pay a 20-30 per cent premium 
for companies that have good corporate governance,” 
he revealed. Certainly a huge number. 


R. 
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CEO, FLEX 


Salgame 


was intended. Moderator R. Sukumar 
then turned to Adi Godrej, Chairman, 
Godrej Group, and queried whether the 
presence of strong independent directors 
on the board created a conflict of interest 
with the promoting family. To which 
Godrej had a simple answer: “Not at all.” 
But he felt that independent directors should be able to 
spend enough time with the company. “You should find 
people who have the ability to dedicate quality time to 
the company. We've selected people who are profes- 
sionals. They bring in diverse skills to the board, which 
is what we need," quipped Godrej. 

The discussion then veered to one of the key aspects 
of corporate governance, managing processes. 
Highlighting his company's initiatives on that front, 
Rangnath Salgame, President (SAARC), Cisco Systems, 
said, “I believe all three—culture, IT and processes—go 
hand-in-hand. Culture is the starting point and it always 












“Investors are willing 

to pay a 20-30 per 

' cent premium for 
companies that have 

good corporate 

governance” 






“You should find 
people (independent 
directors) who 

have the ability to 
dedicate quality time 
to the company” 


starts from the top. After 
that it’s the systems and 
the processes. In Cisco, all 












“If fear (of the 
regulator) is 
established, which | 
think it is in today’s 
environment, it’s a 
good sign” 





“In Cisco, all our 
processes are 
e-enabled. That's 
one thing that's 
contributed to our 
success” 





bad practices by compa- 
nies. She, however, added 
on a positive note: “In 





“The market is the 


the processes are com- spite of that, it’s probably 





pletely e-enabled. That’s best regulator of fair to say we've progres- 

one thing that's con- sed quite a lot in the past 

tributed БА. success.” corporate gover- 10 ind That's Ln 

Taking the cue from nance. One has to clients are today genuinely 

Salgame was Deepak look at long-term worried about what action 

Ghaisas, CEO, i-flex : E regulators might take in 
shareholder value 





Solutions, who added one 
more aspect to Salgame's 
three, the market, and 
spelt out its role in putting pressure on companies 
doing significant business outside India to focus on cor- 
porate governance. He said, “It’s true that the market 
is the best regulator of corporate governance. To 
customers it gives a lot of confidence. Especially in 
financial institutions, it is a critical factor from the 
customers' confidence point of view that a company 
with good corporate governance produces solutions 
for core operations. From a capital market point of 
view, it's the same situation. One has to look at long- 
term shareholder value." 

Moving on to legal recourses an investor can take if 
he feels that things are not as clear as they need to be, 
Mody felt that it was difficult today for a single share- 
holder to try and get information on what he thinks are 


case of corporate wrong- 
doing. “If fear is estab- 
lished, which I think it is in 
today's environment, it's a good sign," she said. 

As the distinguished audience pitched in with ques- 
tions and comments on the lively discussion, noted char- 
tered accountant Y.H. Malegam differed with Mody's 
views and felt that more than fear of the regulator, what 
was needed for effective corporate governance was 
an active role played by independent directors as well 
as institutional shareholders, which, unfortunately, 
has largely not happened in India. However, Vishwavir 
Ahuja, MD & CEO, Bank of America (India), felt that 
there isn't much scope, or need, for such activism in 
India, particularly in financial institutions. He said, 
"Financial regulation in India has been extremely good 
over the years. It's an example we can be proud of." 
Now that's something to cheer. E 
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bt golf 


THE MUMBAI AND BANGALORE ROUNDS OF THE BT-BALLANTINE'S PRO-AM GOLF TOURNAMENT. 


What's In A Game? 


IF THERE WAS ONE COMMON FACTOR 
among the 70-odd CEOs, bureau- 
crats and executives—uncommon 
people all—gathered on the greens 
of the Bombay Presidency Golf Club 
in Chembur in suburban Mumbai 
on January 22, 2005, it was a love of 
golf. Ranging from Mehroo Irani, 
Director, Associated Breweries, 
who’s been playing for the last 30 years or so, to 
several new to the game, the 10th Business Today 
Ballantine’s Pro Am of Champions 2005 had them all 
there. All trying to qualify for the finals at the Classic 
Golf Resort, Gurgaon, on March 4 and 5, 2005. 


Alden 
К 





Fourballs 'n All 

To be played on an 18-hole course set over 5,957 
yards, using the Stableford points system and the 
USGA handicapping system, the morning saw Procter & 
Gamble's Bharat Patel amongst the first to tee-off. His 


Mumbai winners: Arun Seth, VP, Allied Domecq Spirits & 
Wines (third from left) and BT's Publishing Director Pavan 
Varshnei (second from right) with the winners (L to R) Vijay 
Chabbria, Pradeep Shah, D. Shivkumar, and Viren Ahuja 
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Pro-Am OF CHAMPIONS 
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distinction at that point: being the only person to 
have played in all tournaments since its inception. In 
retrospect, however, if a ‘fore!’ he were to shout before 
a swing, one wouldn’t know what he had in mind. 
It’s all in the spirit of corporate bonhomie, of 
course. “It’s a great opportunity to meet new people 


Teeing off: Bharat Patel, Chairman, Procter & Gamble, 
has played in all the 10 Business Today Pro-Am events 








Bangalore winners: BT's Publishing Director Pavan 
Varshnei (far left) and Allied Domecq's Arun Seth (centre) 
with winning team members M.K. Ayappa (second from 
left), Alok Malhotra (second from right) and Rajesh Joshi 


and play with them,” said Tarun Rai, Senior УР and 
GM, J Walter Thompson, as he finished his round, dis- 
pleased with his shots. Amongst the pleased was A.K. 
Bansal, ED, BPCL, who had a good golfing day. So 
did Harsh Mariwala, CMD, Marico Industries, who des- 
pite being there with his regular ‘fourball’ (team), end- 
ing up playing on different teams (thanks to a draw of 
lots). Of course, team spirit was high nonetheless. 

Others spotted on the greens included Dilip 
Dandekar, CMD, Camlin, Vijay and Ajay Chauhan of 
Parle, and D. Sivakumar, ED, Philips India, who must 
have been pleased to see his brand plastered all across 
the place as a sponsor. If Ballantine's was in focus, so 
was BT. As BT Publishing Director Pavan Varshnei 
said, the Pro Am was designed to broaden BT's appeal. 
"While most of the people present here fight their cor- 
porate battles within the boardroom," he said, *this 
gives them a chance to fraternise outside." 

In Bangalore, the Pro-Am kicked off at the spraw- 
ling Karnataka Golf Association course—that within 
deafening range of the airport's landing flight path, 
giving the game an added charm (each golf course must 
perforce be unique) and taking golfers such as Arun 
Seth, Vice President, Allied Domecq, who flew in 
from Delhi, quite by surprise. 


Winners 'n All 

So, who made it to the finals? From Mumbai, Amit 
Nigam of BPCL (0-8 handicap category), Pradeep 
Shah, MD, Manugraph India, (9-16) and S. M. Rama 





* Ct 


Winning strike: Sanjay Singh of Varis Technologies was 
among the individual winners in the Bangalore event 


Krishnan of Ramon Properties Service (17-24). The 
winning team comprised Vijay Chabbria, Pradeep 
Shah, Viren Ahuja and D. Shivkumar. The other 
prizes for the evening included two for getting closest 
to the pin on the 10th and 17th hole, which went to 
Nirvik Singh of Grey, and Pradeep Lala, respectively. 

In Bangalore, the individual winners were Sanjay 
Singh (0-8 handicap), J.S, Ahluwalia (9-16) and 
Nagarjun Sakhamuri (17-24). The team event was 
won by the quartet of M.K. Ayappa, Sukrit Singh, 
Rajesh Joshi and Alok Malhotra. Pankaj Ganeiwal 
hit the longest drive—240 yards—on the 10th 
hole, and Sanjay Goel was closet to the pin (six feet, 
six inches) on the 17th. 

But the biggest prize of the tournament, a Honda 
СКУ for a hole-in-one, remains unclaimed so far. @ 
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| Believe In Yout 


ALOK KEJRIWAL, CEO, Contests2win.com 


BELIEVE IN EMPOWERING PEOPLE. IT’S 
amazing how responsibility can trans- 
form a person. Today, when start-up 

businesses typically create the market they 
operate in, it’s difficult to find people with 
experience or business wisdom. Hence, the 
young talent that exists in a company is the 
best pool to fish for future leaders. Young 
people today have been exposed to such 
rapid changes that they have assimilated 
knowledge and experience that can outdo 
their peers. And when they are called to lead 
the ranks, they are ready. 

It’s important, however, to define leader- 
ship very clearly in an organisation so that the 
concept is clear to all. I believe that today 
leadership represents the ability to be 
unwavering in focus, to be completely dedi- 
cated to the cause and, most importantly, to 
be brave enough to take risks and decisions 
reactively or proactively. I believe that vision 
is an innate quality—you can have leaders 
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with or without vision, and an organisation 
can always find visionaries to help it grow. 
However, the best visionaries sometimes do 
not make the best leaders and vice versa. 

An important aspect of leadership is the 
manner in which a leader tackles failure. In 
the warp-speed world of business today, it is 
impossible to be in the driving seat without 
committing mistakes. A good leader braces 
himself and his team members, and stake- 
holders, for any repercussion. In my view, it 
is the ability to bounce back that really 
defines great leadership. 

A great leader also has the intuition and 
creativity to balance inner conflicts of 
organisational growth that arise when large 
scaling is effected. In my view, at a micro 
level, no two organisations are alike. A leader 
anticipates trouble. It takes creative leadership 
to spot subtle ripples that could turn to tides 
and manoeuvre the ship’s rudder accordingly. 
Leaders don’t wait for tsunamis. 
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Today's businesses demand round the clock connectivity, no matter where you are or which time zone you are in. 
Precisely why, your IP Telephony solution needs rich multi-modal capabilities and control. 
So that your end-users can connect from anywhere, as per preferences and availability, using modes and devices that 


are most convenient to them. This in turn enables access to any part of the business process, over any network. 
In short, enterprise wide mobility. 


As your business and network grows, it must give you the flexibility to create and deliver your own applications. Thanks 
to the power of converged communication, today, all this is possible. Now you can integrate communication and 
business applications, backed by Avaya GlobalConnect. Smoothly, effectively, securely. So while your competitor 
derives mere cost efficiencies from proprietory converged networks, you could be miles ahead reaping the benefits 
of converged communication. Guaranteeing you an edge over competition. 
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From The Editor 


ACK IN 1997, WHEN KISHORE BIYANI UNVEILED HIS 

plans for making it big in organised retailing, 

many laughed at him. For, here was a man who 
seemed to want to defy conventional logic. Scaling up 
retailing businesses, according to that brand of logic, 
requires big investments in back-end operations like 
logistics and inventory management. And most players 
with big ambitions in retailing do exactly that: they put 
in place the back-end operations and the supply chain 
before they think of expanding and achieving the econo- 
mies of scale. Biyani, a contrarian among retailers, did the 
opposite. Emboldened by the first family store that he set 
up in Kolkata, he went on a flurry of expansions, rolling out 
stores across the country in quick succession. His belief: if 
you get the merchandising right (i.e. stock the goods that 
customers want), everything else will follow. And, as 
Special Correspondent Abir Pal finds in our cover story, 
it did. After tasting phenomenal success, Biyani now has 
even bigger plans. By 2010, his retail empire is expected 
to be spread over 10 million sq. ft., with revenues of 
$2 billion (Rs 8,800 crore). And yes, he’s not skimping on 
shoring up the back-end. Also 
underway is a Rs 50-crore project 
for wiring up his empire. Meet 
the Rajah of Indian retailing. 

Marketers, particularly in 
urban India, are hearing some- 
thing that is warming the cockles 
of their hearts: the sound of cash 
registers (or if you like, the whirr 
of credit card charge slips being 
printed out). The Indian middle 
class is buying, buying and buying. 
What's up? Well, to put it simply, what we're witnessing 
is a consumption boom-—one that is cutting across almost 
every conceivable category of products and services. As 
disposable incomes grow and Indian consumers shed 
their traditional fear of spending and borrowing to do so, 
many marketers are finding it tough to supply enough of 
their products to meet the demand. Not that they’re 
complaining. In fact, says Assistant Editor Shailesh 
Dobhal, who led the team of BT correspondents to put 
together the feature (ГЇЇ Take Two on page 80), this is 
only the beginning. Still wondering why consumer goods 
marketers are refusing to stop smiling? 

A third feel-good story in this issue is about venture 
capital firms who wagered on Indian companies, Five or 
six years after making their investments in companies 
across a welter of industries, it's now pay back time. VCs 
have struck gold, exiting investee companies with 
handsome returns. Read vc's Pay Day (page 68) to 
see how vcs have not only got their India strategy 
right but are also sold on future Indian opportunities. 
Their interest won't wane too soon. 
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The Petroleum and Natural Gas Minister speaks to BT 
on his plans to reverse India's rising energy insecurity. 
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with an elevation to the Unilever 
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VC's Pay Day 

Venture capital firms in India are striking 
gold exiting their investment companies. 
Some of it is plain luck, but there's no 
denying the fact that VCs have finally got 
a handle on India. 


60 Minutes 
David Bell, Co-chairman of Interpublic Group, speaks to 
BT on the issues facing Interpublic and its plans for India. 


I'll Take Two 


Across product categories, consumers are burning 
money buying products or paying for 
services as if money, or plastic, were going 
out of fashion. For those not in the know, 
this is how a consumption boom looks. 


ce 


HLL's M. Banga 


vi 


Warburg's R. Khar 









ISRO has broken into the big league of the Space Club. 
It’s a $100-billion-a-year market, but it will be some 
time before India Inc. can get its teeth fully into it. 





With bilateral ties between India and 
Sweden moving beyond traditional 
manufacturing, a new era dawns for 
businesses in both countries. A BT 
country report on Sweden. 
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| Selling Value Addition 


|. Okay, so India exported $10 billion of cut and polished 
| diamonds last year. But that's just a fourth of all the 
money people shelled out to get themselves their sparkle. 
The ‘value addition’ here is done by marketers who 
convince people of what that sparkle’s worth. 

How? Ah, now that’s the sort of thinking that needs sparking off. 


Now, get a hot new management tip for the n every day, and participate in opinion polls 
through SMS on your mobile phone 24 hours a day. 


TO RECEIVE BT'S TIP OF THE DAY : | TO ANSWER THE BT-ON-THE-MOVE QUESTION 
1. Go to “Write messages” on your mobile | IS the Srinagar bus a breakthrough? 
phone. 1. Go to “Write messages" on your mobile phone. 

2. Type "BTPOLL Y" for Yes. 

Type "BTPOLL N" for No. 

3. Send the message to the number "2424". 









2. Type "BTTIP" on the message screen. 
3. Send the message tothe number "2424". 


4. You will receive the hot management 
tip for the day in a retum message. 
















Readers can also participate in the poll at www.business-today.com 
Powered by ActiveMedia Technology www.activemediatech.com 





NOTE: Not available with all cellular 
operators. Regular SMS charges apply. 
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between HDFC and Standard Life Assurance Company, 
an expert in managing employee benefit solutions 
internationally. 
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Bright Future 
Apropos your cover story Indian 
Pharma’s Mid-Life Crisis (BT, 
February 27, 2005), the ordinance 
amending India’s patent law has 
stirred the fourth-largest 
pharmaceutical industry 
in the world and has led 
to fierce competition in 
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the generics business. Our govern- 
ment’s intentions to spur R&D might 
take a back seat as the bulk of basic 
research is done in public funded 
institutions. Low manufacturing 
costs along with the industry’s deep 
supply chain has made generics a 
lucrative market. The industry is 
also likely to diversify, to create 
alliances and concentrate on con- 
tract manufacturing. With options 
open, pharma companies should 
stay high on optimism because the 
future is pulsating. 

PRIYANSHU KUMBHARE, through e-mail 


Apropos your cover story Indian 
Pharma’s Mid-Life Crisis (BT, 
February 27, 2005), this sector, 
with low-cost innovation capabilities 
and a dose of IPR protection, is well 
poised to take a giant leap. This is 
proven by its passionate efforts to 
bring out an indigenous new che- 
mical entity (NCE), the pinnacle of 
the pharma value chain. Till then, 
the big pharma opportunities 
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emerging in the global generics and 
contract research market need to 
be exploited. Only then will India 
emerge as a global pill hub, and a 
force to reckon with. 

NAVNEET WADHWA, through e-mail 


This refers to your cover story 
Indian Pharma’s Mid-Life Crisis (BT, 
February 27, 2005). The pharma 
industry has to realise the fact that 
the rules of the game have changed. 
What was unexpected were the dis- 
appointments that companies had 
to face in their race towards laun- 
ching NCEs, NDDS and filing Para IV 
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challenges. Clearly, all this is part of 
the process of an evolving industry. 
SAMEER SHAN, through e-mail 


The Right Time 
This refers to your article Steel Is 
Hot ( BT, February 27, 2005). It is 
true that the industry, which was 
flooded with situations of over- 
capacity and high financing, has 
risen to the levels of cross-border 
acquisitions, with no compromises 
on quality and cost. The compa- 
nies, which were once defunct, have 
also turned around, and are gene- 
rating cash surpluses to lessen their 
debt- equity ratio. A right time for 
the industry to sweep in for acqui- 
sitions, before the foreign con- 
glomerates make their move. 
VITHUR, through e-mail 


Broken Promises 
Apropos your story PC: Promise 
And Performance (BT, February 27, 
2005), instead of counting the 
‘promises kept’, it would have been 
better to list promises not fulfilled 
by the Finance Minister. Imposing 
educational cess nullifies theories of 
rationalised and simplified tax-struc- 
ture, which can only be without 
additives like surcharge or cess. 
MADHU AGRAWAL, through e-mail 
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Introducing the new IBM eServer 15. А server that can run IBM 15/05, IBM AIX 5L, Windows and Linux — all at the same time 


So it's like having four servers work for you. You can effectively streamline your IT infrastructure and focus your resources on your 
business. And that's a big help in the on demand world, where you need to respond to your customers, now. 15: simplify 


* Runs 4 operating systems simultaneously * Advanced virtualisation technologies « Capacity on demand « POWERS processor-based 64-bit technology • Integrated for easy management 


Call 1600 443333 or go to ibm.com/shop/in 
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` bt editorial 


OW SHOULD YOU REACT TO THE PATHETIC 
Н“ of India’s most famous таг- 

keter of consumer softs, these past few years, 
amidst the chirpiness of an otherwise growing market? 
Or to the bucketloads of sweat produced by mar- 
keters, advertising agencies, market researchers, brand 
consultants and all the rest, as they struggle with the 
challenge of finding new methods to understand peo- 
ple and persuade them to buy their wares? 

By uncorking the bubby—that’s how! 

Don’t get us wrong. We have nothing against 
marketers of any size, big or small. But the fact that 
the Indian consumer, circa 2005, is a creature far from 
the traditionally pictured stereotype of yore is worth 
a celebration. It is obvious that the consumer is bet- 
ter off than ever before; just look at the sales figures 
of cars, holidays, loans, and p 
what have you. Prosperity с. 
brings spending. So that's ‘en ; 
really no big deal. 

What’s important, some- 
thing often missed in the 
cacophony of daily business 
life, is the actual coming of 
an Indian consumer who is 
much more than a consump- 
tion node, grateful and con- 
tent. She is now a consumer 
who is morphing slowly but 
surely into a market maker, 
demanding and powerful. 

It should be no surprise, really, 
coming as it does more than a 
decade after the advent of satellite 
television, which now reaches more 
than half of the 80 million-odd television homes 
in India, and the loosening of the regulatory system 
that kept free-market forces so tightly leashed for so 
many decades. Oh yes, it has been an eventful period, 
and to think of the Indian consumer as the same 
being would be rather silly, to say the least. 

So who is this new Indian consumer? 

She is elusive, for sure. She is not just hard to get, 
as any harried media planner will tell you, or hard to 
please, as any of those creative types will tell you. She 
is all that and much, much more. Above all, however, 
she is a keen participant in the making of the market 
as we will get to know it (hopefully). 

In other words, the Indian consumer is no longer 
passive. She knows what this whole marketing game is 
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about, is quite willing to play along, but is very clear 
that it must be on her terms. She is no longer willing to 
just lap up what is offered to her, but is itching to be an 
active agent in the creation process. On this, she is more 
than willing to be assertive. She is prepared to sprout 
wings, take to the skies, and skywrite the message 
loud and clear—if that’s what it takes (in a manner of 
speaking, of course). 

Marketers are taking note. They had better. It's 
much better to hear it straight from the consumer 
than have it stare at them from dismal sales numbers. 

The immediate effect of all this, it appears, has 
been a huge shift from regular mass-media ad mes- 
saging to what goes by the term ‘below the line’ 
marketing. Response-led initiatives, direct-feel pro- 
motions, interactive marketing, consumer touch- 

. points and all kinds 
7" of new :360-degree 
consumer involve- 
ment tools are cur- 
rently in use to try 
and get somewhere 
with this newly empo- 
wered consumer. This, even 
as market researchers are being 
pressured to get really, really up 
close and personal with the consu- 
- mer. Get right into the inner depths 
- of her heart and mind, researchers 
| are told. And into the inner depths of 
` her heart and mind, researchers like to 
- think they've reached. 
Still, no matter how hard marketers 
try, the consumer still remains an enigma of 
sorts. This is so at almost every spending level, be it 
a one-rupee biscuit pack being bought at a corner 
shop in some dusty hamlet, or an S-class Mercedes 
being picked up at one of the country's snazziest show- 
rooms. Or even—the reference cannot be resisted—a bar 
of soap promising the radiance of film stars. 

But the question nobody wants to ask is this: is slip- 
ping ever larger chunks of the budget ‘below the line” 
really the answer? If the Indian consumer has lost the 
diffidence she once had, why have so many marketers 
receded behind a protective membrane of shyness? This 
is an equalisation, not a role reversal. 

“Customers buy for their reasons,” the legendary 
adman Orvel Ray Wilson once said, “not ours.” The 
only way to make that ‘connect’ is for marketers to 
exorcise their fears and get a little more explicit. Ul 
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. Wrong Number 


Report-em SMSes, broken rules, and India’s largest company on the 
backfoot, the illegal international calls saga has it all. BY KUSHAN MITRA 


LL THROUGH FEBRUARY, SOME OF INDIA'S 50 
million mobile phone subscribers received 
text messages on their phones from the coun- 
try's Department of Telecommunications 
(DoT), urging them to report international calls they 
received that either did not show where the call was 
originating or showed it as having originated else- 
where within the country. The message was the logical 
next step in the department's crusade against Reliance 
Infocomm, India's largest private telco. And it came in 
the wake of similar public-service ads released in the 
newspapers by companies such as VSNL, part of the Tata 
Group, and India's largest international long distance 
telephony player, part of the telecommunication 
industry's battle against illegal international calls. 
By some estimates, between 33 per cent and 50 per 
cent of the six-billion telephone minutes that came into 
India in 2004 took the illegal channel. Calls from 





the 05 account for a third of the market (in terms of 
minutes) and almost half of them are routed through 
illegal international telephone exchanges (complex 
as the term may sound, all it takes is an internet pro- 
tocol device, a leased line from an internet service 
provider and a Cisco router, and India has more than 
enough techies with the rudimentary network cons- 
truction skills required to patch them together). On the 
basis of the existing Access Deficit Charge (ADC) 
regime, a kind of subsidy that is paid out to fixed 
telephony providers—state-owned telcos, BSNL and 
MINL, which together serve 45 million fixed telephony 
subscribers are the biggest gainers—for operating in 
seemingly unprofitable rural and remote areas, that's 
a loss of some Rs 1,000 crore. For those who would 
like to do their own back-of-the-envelope thing, the 
ADC on an international call is Rs 3.25 a minute. 
The рот text message, however, was not motivated 


- International Carrier 





by a desire to battle shady illegal exchanges operating out of basements 
or terraces in Delhi’s Karol Bagh or Chennai’s Triplicane. Rather, it was 
prompted by a desire to put one over Reliance, which had wilfully vio- 
lated the ADC regime, offering as explanation its HCDS or Home 
Country Direct Service operation. Here’s how this works: Reliance sells 
low-cost pre-paid calling cards to India in the us, even forging rela- 
tionships with large telcos operating in that market whose customers 
could dial a toll-free number, enter their pre-paid card details, and call 
anywhere in India. The call travels through Reliance’s own undersea 
network, terminates on its own network from where it is transferred, 
as a local or domestic long distance call to the target. 

The нсрѕ logic is sound (the service is legal under Indian and inter- 
national telecomunication laws), but it doesn’t change the fact that 
Reliance has flouted an existing regulation (the fact that the company 
allegedly strips the header, which identifies the point of origination of 
the call, doesn’t help its cause; nor does the argument that caller 
line identification is a value-added service). Now, if only DoT can leve- 
rage its get-Reliance drive into going after the illegal exchanges. 
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CRANKLOG р 


Transcript 


9.01 a.m: Sir, | am calling from 
XXXX (bank). You can take a pre- 
approved personal loan ... 


10.10 a.m (message): For insur- 
ance policies ... 


12.01 p.m: Sir, | am calling from 
XXXX (an Indian bank). Any home 
loan requirement? 


12.05 p.m: Sir, | am calling from 
XXXXX (same Indian bank as 
above). Any home loan... 


12.20 p.m: Message from telco 
providing service advertising its 
caller tunes service 

2.40 p.m: Sir, | am calling from 
XXXX (rival telco). Would you ... 
3.21 p.m: Sir, | am calling from 
XXXXX (hotel chain). Would ... 
3.45 p.m: Sir, | am calling from 
XXXXX (bank). We have ... 
4.04 p.m: Sir, | am calling from 
XXXXX (new private insurance 
firm). Can  .... 

Well, at least the Prime Minister of 
the country doesn't call people on 
their mobile phones these days 
and ask for their support. 
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SECOND 


The Credit Rater’s Credit Rater 


Or how Rakesh Jhunjhunwala's three-year bet on CRISIL has paid off. BY ROSHNI JAYAKAR 


P FEBRUARY 2002, WHEN THE SCRIP 
of CRISIL, India’s most respected 
credit rating agency, was trading 
at around Rs 230, Rakesh 
Jhunjhunwala, now 45, a chartered 
accountant by qualification and an 
investor by choice, started acquiring 
stock in the company. With wife 
Rekha, he acquired a 2.66 per cent 
stake in CRISIL by the end of March 
2002, upped this to 7.91 per cent by 
the end of June 2002, then 13.02 
per cent by March 31, 2003. Today, 
the couple holds a 14.3 per cent 
stake in the company, higher than 
that of CRISIL’s promoter ICICI Bank 
(10.77 per cent), and Standard & 
Poor’s (9.48 per cent). The latter has 
just announced a voluntary condi- 
tional open offer for a 51 per cent 
controlling stake in the company; it 
needs to net 2.64 million shares for 
the offer to go through; and the 
Jhunjhunwalas own a little under a 
million (908,091 to be exact). At the offer price of 
Rs 680, 195 per cent higher than the price at which the 
Jhunjhunwalas first acquired their shares, the couple’s 
stake is worth Rs 61.75 crore. Not that they have 
decided to sell. “I am still evaluating the offer,” says 
Jhunjhunwala. The man is in the plush environs of his 
15th-floor office in Mumbai's financial district Nariman 
Point. The s&P offer, he admits, took him by surprise. 
He stops short of saying so, and the l-always-knew-this- 
would-pay-off claim remains unsaid, but Jhunjhunwala, 
Partner, Rare Enterprises, looks satisfied. He has always 
spoken fondly of CRISIL, and it is also his largest 
investment, in terms of percentage of holding. The 
open offer, however, does not open till April 6 and 
Jhunjhunwala is pre-occupied with other things—like 
what Budget 2005 will bring. 

Jhunjhunwala has always been a bull. “I am bullish 
on India,” he says, a sentiment he has often expressed. 
Circa Februray 2005, for instance, he has great hopes 
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Market value? Jhunjhunwala's smile is probably worth Rs 61.75 crore 


of IDBI (financial sector), Matrix (pharma), Pantaloon 
(retail), Geometric Software (rr) and Bilcare (packaging), 
five companies that figure prominently in his portfolio. 
“These are sectoral leaders, have a scalable business 
model and a competent management team,” he 
explains. “I acquired them at attractive valuations.” 
Given his record at CRISIL, investors could do worse than 
follow his example. 

Jhunjhunwala’s belief in CRISIL stems from similar 
reasons: the company is a leader in its business, is 
professionally managed and boasts unique skills, and is 
a pure cash flow business whose prospects are linked to 
the performance of the financial sector in India. “If India 
has to grow, CRISIL too will grow,” he says pithily, 
adding that he evaluates investments on the basis of the 
opportunities before a company and the possibility 
of growth. Given that s&P's acquisition of CRISIL can 
only bode well for the company, the Jhunjhunwalas may 
well decide to let the offer before them pass. 
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To manage this much money, you need a solution that offers optimum performance and real-time flexibility. 


AMD Microsoft found both in the AMD Opteron™ processor running Windows Server™ 2003, Enterprise 
ap Edition. The AMD Opteron processor with its Direct Connect Architecture already powers the world's 

gi highest performing 2-way and 4-way x86 servers. Now Microsoft Treasury managers are using it to slash 
Opteron the time it takes to run their complex risk-analysis software. Meanwhile, they have the flexibility to go from 
32- to 64-bit applications without disrupting their business. At AMD, we believe it's critical that technology should migrate 
on your terms to help you realize your unique vision. It's one of the reasons why leading OEMs offer enterprise-class 
solutions powered by AMD Opteron processors. Would you like to learn just how much of a difference they can make to 


your company? Go to www.amd.com/enterprise or contact AMD @ 080-51372464. 
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India’s New Satellites 


Near-by alternatives for some of the country's most happening cities... 





Gurgaon: Original satellite 


Ib A FLANKING STRATEGY THAT HAS 
taken the government of 
Karnataka by surprise, Tamil Nadu 
is positioning Hosur, a border town 
a mere 45 kilometres from 
Bangalore, as an alternative for 
companies that have had enough of 
the city's poor infrastructure. Delhi 
has as many as four satellites, 
Gurgaon, Noida, Faridabad and 
Ghaziabad, with the first emerging 
as the new central-business-district 
and prosperous suburb rolled into 
a dotted-with-malls one. Mumbai 
has had one since 1973, when the 
Thane Creek Bridge came up, 
although Navi Mumbai is only 
now coming into its own (a million 
people live there; it boasts 344 sq. 
km of land that can be developed; 
it is connected by a six-lane 
expressway to Pune; and hosts 700 





Infosys @Hyderabad: Next stop Vizag? 
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companies representing every 
major manufacturing and rr com- 
pany in the country). “This is the 
city of the century," gushes 
Ramanand Tiwari, Principal 
Secretary (Urban Development), 
Maharashtra. “It is well planned, 
connected and offers a good stan- 
dard of life; Mumbai is now an 
old city.” Here’s how the satellites 
for Bangalore, Chennai and 
Hyderabad stack up. Kolkata? 
Well, the city’s got room to spare 
for companies and individuals. 


Hyderabad 

Cyberabad is just around 15 km 
from Hyderabad, but the satellite 
has never really taken off; it is 
more an extension of Hyderabad, 
less a self-sustaining proposition. 
Not surprisingly, the Andhra 
Pradesh government is looking at 
Vishakapatnam as an alternative 
to Hyderabad. “It is the next best 
city in the state and we see inves- 
tors from IT companies, even IT 
park developers, showing a prefe- 
rence for it,” says J.C. Mohanty, 
Principal Secretary (rr & Com- 
munications), Andhra Pradesh. Still, 
at an 800-km drive from Hyde- 
rabad, it is no satellite. 


Chennai 

This one doesn't lend itself to 
guessing games. Urban planners 
are convinced the ideal solution 
in Chennai's case is a combination 
of three satellite towns, Maraimalai 
Nagar to the south-west of the 
city, Gummidipoondi to the north 
and Tiruvellore to the west. Each is 
at a distance of 42-45 km from 
the city and will soon be linked 
to each other, and the planet (for 
want of a better term) by road and 
rail. *Development of just one of 


DEEPAK G. PAWAR 


the three would result in lopsided 
growth," explains G. Dattatri, a 
former urban planner and UN con- 
sultant. For the record, Maraimalai 
Nagar already houses the Ford 
plant, Gummidipoondi, Sundram 
Fasteners, and Tiruvellore, 
Hindustan Motor's Mitsubishi 
Lancer plant and Caterpillar India. 





Hosur: Better roads, but not there yet 


Bangalore 

Hosur it is. The name literally 
translates into ‘new town’ and it is 
a mere 45 km away from Banga- 
lore. Even better, Electronics City, 
where most IT companies have 
their campuses, is exactly halfway 
between Bangalore and Hosur (and 
the Hosur roads are better). Hosur, 
however, is more a factory-town 
than anything else right now, and 
its provincial milieu presents a stark 
contrast to Bangalore's happening 
after-work life. *We are constantly 
investing in infrastructure," says 
Shankar Linge Gowda, rr Secretary, 
Karnataka, who is convinced most 
people would prefer to live and 

work in Bangalore. 
PRIYA SRINIVASAN, WITH 
NITYA VARADARAJAN, 
E. KUMAR SHARMA AND 
VENKATESHA BABU 
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Hyatt Resorts & Spas. Exotic destinations. 


Spectacular properties. Gracious service. 
For more information about Hyatt Resorts & Spas, visit resort. byatt.com 
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“We Need More Efficient Drug Ré 


A 5 THE NEWLY APPOINTED 

esident of Eli Lily’s interna- 
tional operations, Lorenzo Tallarigo 
is responsible for all of the drug 
major's non-Us businesses. Recently 
in India to meet with key govern- 
ment officials, Tallarigo, a doctor 
by education, spoke to BT’s 
R. Sridharan on India’s product 
patents regime and the $11-billion 
(Rs 48,400-crore) Eli Lily’s future 
plans. Excerpts: 


Are you happy that India has finally 
entered the product patents regime? 

I feel optimistic. I met Mr. Kamal 
Nath (Union Minister of Commerce 
& Industry), and the minister seems 
committed (to an international stan- 
dard of patents). But I anxiously 
await the Bill, because the law has to 





discovery is getting mort 
expensive. The nature 
logy is more complex, 
regulatory barriers, cli 
are long and expensive 
never know if a drug w 
even if you bring it to t 
Look at Merck’s Vioxx 
lion (Rs 8,800-crore) r 
disappeared almost ove 


So are you saying drug 
priced any lower? 

No. We need to make 
efficient and productive, 
our costs. I think that 
with developments in 
genomics, which will he 
understand drug target: 
are no magic solutions. 


be clear and unambiguous, so that there's » i Is Big Pharma greedy? Somebody 
no scope for misinterpretation. We will "The risk in the top 10 pharma companies in the 
continue to watch (the developments) with pharma is make as much profits as the other 


a lot of interest. 


higher, so the, You have to understand that risk 


returns need to is higher, therefore, returns 1 


The Minister has also said that he would like 
lowest international price for patented drugs. 
What's your reaction? 


be higher" 


higher. (Stock) markets want tl 
returns. Merck's Vioxx is typ 
risks. Traditionally, pharma use 


It’s understandable because healthcare and cost of premium of 15 to 18 per cent over S&P 500. 
drugs are sensitive issues, and every government pharma is at a discount of 15 to 18 per ce 
would like prices to be low. But the fact is drug 500. Pharma is under pressure. 
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il Mio Dio! Tanti Italiani 


p NOT HAVE TO DO WITH THE FACT THAT THE MOST POWERFUL PERSON 
in India is of Italian origin, but between February 14 and February 18, the 
Italians came calling in force, the President of the country itself, four ministers, 
and countless ceos and provincial pashas. Here's a quick tally: 
Number of companies: 150 
Number of ceos in attendance: 30 
Number of people involved: Over 10,000 
Regions wooing Indian companies: 8 
Number of business events: 15 
Number of cultural events: 5 
Most photographed ceo: Fiat's Luca di Montezemolo 
AMANPREET SINGH 





Montezemolo: S 





There are still some modes of 


communication 


we don’t understand. 
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nunication is not one of them... __ 


ET at the Tata Group have brought you all the latest advances in 
à they have happened. From Frame Relay, ATM networks, CDMA, 
ind IP-VPNs to the latest MPLS based solutions, we have them all. 


give you unlimited options. You could use our managed networks, 


hm your data via satellites or commission an International Private 
he undersea cables that connect India with the rest of the world. 


the sea, if the next communication breakthrough originates there, 
you can be sure we'll be the first to bring it to you. 
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most of the top corporates and Fortune™ 500 companies in India, 


‘a Indicom Enterprise Business Unit today at «9| 22 56644000 


or log on to our website at www.tataindicomebu.com 
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Our gamut of voice and data products 
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Leased Circuit (IPLC) on any of 


As for the mysteries of 


——————  ———»—ÁMÉáá NN 


To find out why we are trusted b 
call our business representatives at Ta 


the cell 





All India market shares for English News 
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CNBC-TV18 NDTV Headlines NDTV 
24x7 Today Profit 


Period: 2nd to 29th Jan. 2005, TG: CS Males SEC AB 25+ Dayparts: Weekdays 7am to midnight 
Note: NDTV Profit share is for the period 17th Jan. to 29th Jan. 2005 


India means business. Not surprisingly, CNBC-TV18 is ahead of NDTV 24X7 and is the leader in the English 
news category. In fact, CNBC-TV18 empowers viewers with a basket of programming that has enabled 
consumers all over India make decisions they can profit from. 

The budget on CNBC-TV18 is India's most comprehensive and respected guide to Budget 2005 and will be 


watched by every section of society. 
Let the world leader in Business News power your brand this Budget. 


Watch out for incisive coverage of Budget 2005 on CNBC-TV18, 
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' [74 Everything... As It Is: Infinite 


The intriguingly titled Doors of Perception conference seeks to press the right design keys. 


HAT’S COMMON TO A 

Bangalore-based design 
hot-shop, an exhibition of 
unique media devices used 
in India, and the desire of 
every company, Indian and 
global, tech and non-tech, to 
use technology in such a way 
to create products and servi- 
ces that can be used by people 
who aren't conversant with 
technology (think handheld 
computers targeted at rural 
areas, village ATMs and the 
like)? The answer is Doors 
or Doors of Perception (the 
name, and the headline of 
this piece, together make up 
almost half of William Blake's 
famous quote, borrowed first by 
Aldous Huxely for a book he wrote 
while on LSD, and later by Jim 
Morrison of The Doors) 8, a con- 
ference that will be held in Delhi in 
the third week of March (the 
exhibition is an add-on). 

Big deal? Actually, Doors is. A 
participant at an earlier conference 
described the event as “the nearest 
thing the design world has to a 
World Economic Forum" and 
Wired magazine called it a place 
where “top conceptual thinkers 
ruminate on sticky new media sub- 
jects ... key steps in the transition 
from products to services”. 


CKS' Sood: It's actually serious business 






The Bangalore-based design 
firm is Center for Knowledge 
Studies (CKS), a technology design 
firm that obsesses more about 
usability and interface than the 
actual technology itself. CEO Aditya 
Dev Sood (see In Your Face, In 
Your Space, BT, June 20, 2004, 
where Sood talks about the use of 
ethnograhic research in designing 
technology products) first 
encountered Doors... four years 
ago when he attended a conference 
in Amsterdam—the seven previ- 
ous editions of the conference hap- 
pened there and explored themes 
drawn from technology that had 
implications for almost everything; 





the theme of Doors 7, for 
instance, was Flow, which 
dealt with the design chal- 
lenges of pervasive compu- 
ting—and has since been 
trying to organise a Doors 
conference in India (he has 
organised two abbreviated 
versions Doors East, in 
Ahmedabad and Bangalore in 
2001 and 2002). 

Sood was driven by the 
same motive that drives seve- 
ral transnational technology 
firms. Today, a large num- 
ber of products are being 
created for emerging mar- 
kets. Designers and compa- 
nies need to understand how con- 
sumers in these markets use and 
react to these products. And the 
learnings may not merely necessi- 
tate a new design; they could entail 
a whole new way of doing busi- 
ness, a new business model. Sood 
himself is thrilled by the fact that 
some 150 design students from 
schools across India will attend 
Doors 8 (its theme is Infra, for 
infrastructure). “Hopefully, they'll 
learn something they can take into 
their professions,” he says. Some 
research on how people use infor- 
mation they glean at such confe- 
rences may not be out of place. 
KUSHAN MITRA 
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AtThe Metropolitan hotel nikko new Delhi, we believe in providing k 
you luxury in blend with our warmth and affection. So come and 
experience our dedication everywhere because these small things 
matter the most. Unique as it may be, the setting would be nothing 
without the smile and service that brings it to life. 
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hotel niko new delhi 


The Metropolitan hotel nikko new дейм, Bangla Sahib Road, New Deihi 110001, Tel :52500200, Fax : S2500300, Toll-free: 1600 11 2001 
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` A New Path Upgrade | 


Semi-conductor pioneer Vinod Dham is back with а better version of his, er, VC fund. 





OU CAN COUNT ОМ A CHIP INDUSTRY VETERAN TO KEEP STRIVING FOR AN UPGRADE. 

Two years ago, the man who built the Pentium chip, Vinod Dham, set up 
a fund called NewPath Ventures. He would, he then said, invest in promising 
start-ups with an India angle, especially those seeking to operate in the rarefied 
reaches of the semi-conductor market. 

Now, 30 months on, after attracting $100 million (Rs 440 crore) in invest- 
ment, and funding three companies—Insilica, Telsima and Nevis Networks— 
Dham has realised there is more to the India story. 

Not that the three are doing badly. Insilica, backed by Flextronics (an elec- 
tronics manufacturing services major that will make the chips) will begin ship- 
ping its system-on-a-chip (Soc in trade lingo) sometime next year; Nevis’ security 
solutions are close to hitting the market; and Telsima, a broadband solutions com- 
pany, looks set to parlay the booming domestic telecom market into a commercial 
advantage.“There are massive opportunities in India beyond investing in seed- 
stage companies,” says Dham. “There are several companies in later stages of 
development that are as promising.” 

The result of this realisation is a second fund that will focus on companies 
in a broader spectrum of the technology space. In November last , Dham actually 
chaperoned a delegation of investors, including venture capital firms such as New 
Enterprise Associates and CMEA on visits to companies in Bangalore, Hyderabad 
and Pune to understand investing opportunities in India, in these companies, or, 
in some cases, in the industries in which they operated. One company they visi- J 
ted was Sasken Communication Technologies, a Bangalore-based firm on > 
whose board Dham sits. Another was Hyderabad-based pharma major * 
Dr. Reddy's Laboratories. That's understandable: both the telecommunications 
software, and the pharmaceutical research and manufacturing spaces are 
booming. The investments, Dham expects, will be announced anytime now. 
RAHUL SACHITANAND — Dham's Law: India- (VC)? 
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WISHLIST» 


Three Things Flls Want RIL To Do 


OREIGN INSTITUTIONAL INVESTORS (FIIS) WOULD LIKE EVERYONE TO THINK THAT THEY PLACE GREAT STORE BY 

that elusive thing called corporate governance, although as one Mumbai-based investment banker 
says, “As long as the company puts forth good results, not many riis may be concerned about 
governance." Still, this writer spoke to a sampling of the species on Reliance and here's a wishlist. 
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YOU DREAM YOU'RE ON TV - FEATURING EXPERTS ON FINANCE. | 


WHAT'S THE PROGRAMME LIKELY TO BE? 
lp ace di dig visas fa ee АЛ; c 


[] AA panel of experts on the budget: you're one of the panelists, 
[L] В. An interview with the Finance Minister: you are the interviewer. 
[L] С. Ап interview with the Finance Minister: you are the Finance Minister. 


Ticked ‘С? Congratulations — you are a ‘Prosperity Thinker! Your 
approach to money is optimistic and innovative. At Cholamandalam, our THE REWARDS 
philosophy of money is no different. For over 25 years, we have been 

adding confidence and a sense of sureness to the financial decisions our PROSPERITY 
customers make. Today, we continue to build profitable partnerships with THINKING 
over 600,000 customers — from CFOs to truck owners. 

So if you are looking for a partner who shares your approach to managing (3 Cholamandalam 
money, talk to us. It's time we Prosperity Thinkers got together. 






AUTOMOBILE FINANCE | GENERAL INSURANCE | MUTUAL FUNDS | DISTRIBUTION SERVICES | STOCK BROKING | RISK SERVICES 


Cholamandalam Financial Services Group, Dare House’. 1st & 2nd Floor, New No.2, 234, N.S.C. Bose Road, Chennai - 600 001. www.cholamandalam com 
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W ] ITH BUSINESS FAMILIES IN FOCUS (WE WON'T GO 


into the details), it's only natural that experts on 


family business make a beeline for India. One such, 


Marshall B. Paisner, a first-generation entrepreneur and 
autbor of Sustaining The Family Business: An Insider’s 
Guide To Managing Across Generations, was in 
Bangalore recently to help the Rs 2,500-crore GMR 
Group (yes, it is family owned) address some challenges 
(he also claims to be working with a few other Indian 
groups he'd rather not name). Paisner, whose research 
showed that there is only a 16.33 per cent chance of a 
family business surviving reaching the third genera- 
tion (the first generation rolls up its sleeves, he explains, 
and works hard; the second sports full sleeves and 
lives it up; and the third loses it all and returns to bared 


arms) spoke to Business Today’s Venkatesha Babu 


on managing the family business. Excerpts: 


Why are family businesses prone to extinction? 
I have been watching with interest the developments 
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An expert on family business expounds the 
'shirt-sleeves to shirt-sleeves in three 
generations' theory. 


regarding family businesses in India. Family conflicts 
have been the most important cause for the split and 
ruin of family businesses. Succession is not an event but 
a process, which involves continuous preparation. 
When individuals, families, companies and organisa- 
tions fail to do an effective job, it leads to all kinds of 
problems. In the us, for instance, 90 per cent of entre- 
preneurs would like to be succeeded by family but this 
happens in less than 30 per cent of the cases. And less 
than 2 per cent of family businesses last a 100 years. 


So, what's the big deal about family businesses? 

The passion, commitment, drive, vision and energy, 
which an entrepreneur brings, cannot be substituted by 
a group of professionals. However, let us not confuse 
ownership with management. A company can be 
completely family owned but run by professionals. 


Any other advantages? 

Actually, there are several. Unlike most other businesses, 
family-owned ones do not function with an eye on the 
next quarter. Family-owned firms can afford to take the 
long-term view. Also, they are good at swimming 
against the tide or the prevalent wisdom. They can 
retain capital without diluting it for the long-term 
good of the organisation. 


Conflicts apart, what if the next generation wants to sell out? 
The two main tenets in a family business are: one, 
family value is more important than market value, 
and two, a legacy of opportunity is far more valuable 
than a legacy of wealth. My research shows that the 
after-tax return on investment of dollars from the 
sale of a business is always lower than the return on the 
business had it been retained. 


Are you saying families should never sell out? 

No. If a new technology, for instance, threatens the 
long-term viability of a business, it makes sense to 
sell out and, well, start a new family business. 
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Helping Make 
Breakthroughs 


Top auto ancillaries get a new guru of strategy. 


Shiba-san: He's spread the TQM gospel across the globe 


INCE FEBRUARY 2, A SHORT AND CHEERFUL JAPANESE 

has been camping at Surinder Kapur's (of Sona- 
Koyo Steering) farmhouse on the outskirts of Delhi. But 
the man, a former professor of total quality manage- 
ment (TQM) at MIT and regarded as the father of 
"breakthrough management", is on no holiday. Instead, 
Shoji Shiba is here on a mission: “to help frontrunner 
auto ancillaries in India run faster”, says the Deming 
Prize winner. An Indophile, Shiba-san has helped 
spread TQM in several other countries like the us, 
Hungary, France and China, and now in India he’s 
going to help a select group of companies make the 
TQM leap from everyday quality management to break- 
through strategy. Says Shiba, 72: “India needs a new 
plan for manufacturing.” 

Over the last six months or so, Shiba has already 
explained the concept of breakthrough to the top 
management of his “learning community”. He is cur- 
rently touring India to explain the methodology and 
tools one needs to make breakthroughs. There are 
three parts to breakthrough management, says Shiba. 
One is creating new businesses or new customers. 
The second is about nurturing and protecting break- 
through projects within the organisation (he calls 
such organisations “ambidextrous”), and the third 
is the abilility to “see the invisible and the unknown”. 
Using a five-step discovery process, Shiba is training 
Indian auto ancillary CEOs to anticipate global industry 
changes and leapfrog to a higher level of competi- 
tiveness. Don’t think that’s possible? Just ask Toyota, 
one of the many companies he’s advised. 

R. SRIDHARAN 
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Reliance's 
Rollbacks 


Does undoing follies absolve it of guilt? 


HE CHINKS IN THE ARMOUR OF INDIAS ONCE 
most powerful corporate are getting 
bigger. The latest skeleton to tumble out of 
the group's closet and embarrass the elder 
Ambani scion, Mukesh, is the revelation 
that three companies—Fairever Traders, 
Prerna Auto and Softnet Consultants—to 
which Reliance Infocomm had allotted 10 
million shares at Re 1 apiece, were 
allegedly linked to former telecom minister 
Pramod Mahajan. When the controversy 
broke, Reliance issued a statement that 
sought to clarify its position. It admitted 
that it had given some equity to the three 
nominee companies of Ashish Deora (who 
was linked to Mahajan) as a "nominal com- 
pensation" for helping the company in 
obtaining "in-building permissions and 
associated Right-of-way permissions". 
However, since "Deora was not able to 
fulfil his commitments... the shares were 
returned to the trust," the statement con- 
cluded, naming neither the three compa- 
nies nor the dates of the share transactions. 
Mahajan, however, has admitted that his 
son-in-law Anand Rao works with India 
Online, a company co-promoted by Deora. 
In November, Reliance had done another 
volte-face when Mukesh Ambani had to 
give back the 12 per cent sweat equity 
(now worth some Rs 5,000 crore) when it 
transpired that he had been issued the 
shares at a face value of Re 1 against 
Rs 250, which parent Reliance Industries 
was made to pay (Reliance Infocomm sub- 
sequently denied this). But the moot ques- 
tion is, does undoing its follies absolve 
Reliance of its guilt? It may be too much to 

expect an answer from the regulators. 
SAHAD P.V. 
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INCREASE? 


BUT I KNOUJ THE AD 
CREATED A HUGE 
BUZZ BECAUSE OF 
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Biotech 
Wars 


Bors INDUSTRY IN INDIA 
may be nascent and all of 
Rs 3,000-crore worth (in reve- 
nues), but that hasn't stopped 
a multitude of agencies from 
fighting fierce battles over 
biotech seminars. On February 
9. a Confederation of Indian 
Industry (ci)-organised two- 
day exhibition-cum-conference 
on biotech took off in Delhi. 
Even as the meet got into its 
second day, Bio Asia, a three- 
day-event, kicked off in 
Hyderabad, with once again 
the Secretary, Department of 
Biotechnology, M.K. Bhan, 
inaugurating it. While both the 
events were in progress, a 
third show on chemical, 
pharma and biotechnology 
was put on by the Chemtech 
Foundation in Mumbai. 
Needless to say, industry exe- 
cutives were overwhelmed. 
"There is a flurry of interest 
from all the states, since no 
one wants to be left behind," 
says Kiran Mazumdar-Shaw, 
cMD of Biocon. Adds Vara- 
prasad Reddy, Managing 
Director, Shantha Biotechnics: 
"We need to ask what is the 
end objective of such semi- 
nars. If it is to stimulate growth 
in the industry, then we need a 
concerted effort." The us, for 
example, has just one annual 
event, Bio. Warns Krishna M. 
Ella, cmp of Bharat Biotech: 
“We could end up creating a 
lot of hype for many of the 
students, as yet unemployed, 
attending these meets." Not 
to mention investors. 

E. KUMAR SHARMA 








140 Crops... 
7325 APMCs... 
700 Million Participants... 
Rs. 3,095 Billion Annual Production... 


Necessitate One Market 
-: A Common Indian Market :- 





Financial Technologies (FTIL), 
Multi Commodity Exchange (MCX) & 
National Agricultural Co-operative Marketing Federation (NAFED) 
Announce Setting-up of 
National Level Electronic Spot Market for Commodities: 


‘National Spot Exchange Limited’ 


For Agriculture Produce 





(NSEAP) в 
With State Bank of India (SBI) as the Principal Clearing & Settlement Bank E 
ү. AN © pates State Bank of India 
Financial Technologies Multi Commodity Exchange Phal. esee as ai ee (Principal Clearing & Settlement Bank) 
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ВРІ: Round II 


T.P.G. Nambiar's latest salvo could hit his 
estranged son-in-law where it hurts most. 


Stalemate: T.P.G. Nambiar (left) and Rajeev Chandrasekhar 


OR RAJEEV CHANDRASEKHAR, CHAIRMAN OF BPL 
Communications, the directive from the Chennai 
bench of the Company Law Board (CLB) couldn't have 
come at a worse time. Three foreign telcos— 
including the UK's Vodafone and Russia's Sistema— 
are doing due diligence at BPL Communications as a 
prelude to buying a stake in it, but the bench has 
directed status quo in shareholding until it hears 
the case in April. But, as Chandrasekhar knows, it's 
hardly just a question of waiting for a month or 
so. His ongoing feud with his father-in-law and BPL 
founder, T.P.G. Nambiar, will certainly spill over 
from the CLB to one court to another. That makes 
Chandrasekhar's plans of roping in a strategic inves- 
tor in the telco, which has licences to offer services 
in Mumbai and three southern states (Kerala, Tamil 
Nadu and Pondicherry), that much uncertain. This, 
at a time when the government has allowed 74 per 
cent foreign ownership in telcos. А BPL 
Communications official, however, claims that “(the 
company) will go ahead with our due diligence 
since the deal is slated to happen only in September". 
For TPG too, time is fast running out, since he needs 
to bring in some Rs 90-125 crore to salvage the Jv his 
son Ajit, the CMD of the ailing consumer electronics 

company BPL Ltd., has signed with Sanyo. 
SAHAD P.V. 


34 BUSINESS TODAY MARCH 13 2005 





VAVA 75 xvdd3d 


CURIOSITY 


Pre-Paid | 
Meters 


р^ ОЕ МОМВА! 
already have it; 
now it is Delhi's turn to 
get pre-paid electricity. 
Manufactured by 
Havell’s Private 
Limited, the pre-paid 
electronic meter works - 
just like the pre-paid 3% 
card in mobile phones. 
The consumer is 
alerted when the 
charge value drops, 
and replenishment coupons can be bought 
off-the-shelf at the utility. The advantages: 
Zero theft and tampering for the utility 
company, and convenience for the user (no 
misuse of power while you are on vacation). 
There aren't too many takers yet, but North 
Delhi Power Ltd. (NDPL) plans to offer 3,000 
such meters in Delhi's Civil Lines, Rohini 
and Pitampura neighbourhoods. 
AMANPREET SINGH 
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Jobs Update 


Mi FOI'S EMPLOYMENT 
survey, covering 2,046 
companies, for January- 
March 2005 reveals some 
interesting trends. Temping 
is growing, with an 11.4-per 
cent increase projected 
during the quarter. Chennais Jobs? It's a cinch 
job market is growing the 
fastest followed by Hyderabad, Bangalore, 
Delhi and Mumbai. Private limited companies 
are to hire more than public limited firms, and 
women constitute about 17 per cent of the 
workforce, with healthcare and rres emerging 
as the top two employers for them. 

ROSHNI JAYAKAR 
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THE BT ۹0 INDEX 


India’s first free-float index, BT 50, is holding steady before the Budget. 


PINAKI PAUL 


BT Tech WBT Pharma 
m BT BFI W BT Auto 
471.38 





m BT 50 





Sundram Fasteners 
Motherson Sumi Systems 
Eicher Motors 


499.56 


S „у^ 
ار‎ 


All BT indices have undergone some changes in weightages; the constituents of two of the sectoral 
indices and their weightages were carried in the last issue; here we feature the remaining two 
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Су OF THE ADVANTAGES OF A FREE-FLOAT 
index is that it is far more responsive 
than other indices. True enough, &r 50 
Index, India's first index based on free float 
has been just that since the time it was 
launched, although it is right now in some 
sort of steady state. 

In early 2003, вт decided to launch its 
own stock-market index because of issues 
it had with the construct of India's two most 
commonly used indices, BsE's Sensex, and 
nse's Nifty. Both were based on market 
capitalisation; that is, the weightage allotted 
to a certain company in the index is based 
on its market capitalisation. The problem: the 
inclusion of closely-held companies with 
large market capitalisation distorts the index. 
Corollary: the total exclusion of such com- 
panies will render the index unrepresenta- 
tive. (The Sensex went free float after BT 
launched its index). 

BT decided to adopt the free-float 
method, wherein the market capitalisation of 
a company is based on the quantum of 
shares available in the market for trading. 
Ergo, this method excludes the holding of 
promoters and strategic investors. However, 
while companies are required to furnish 
their shareholding pattern to the exchanges, 
the current format of disclosure isn't very 
strong—some companies have reported a 
free float of 100 per cent, while it is common 
knowledge that a major portion of the equity 
of these companies is held by a few strate- 
gic investors. вт discounted these strategic 
holdings. Free float didn't just help us choose 
the companies that should constitute the 
index; it helped us allot them weightages. To 
complete the methodology: the free float is 
according to data as on December 31, 2002; 
the index begins in January 2002, and its 
base value, like other indices is 100. All 
weights are updated every quarter, based on 
shareholding patterns. Keep tracking! 

NARENDRA NATHAN 
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Do Your Own Budget 
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On February 28, as the Finance Minister gets ready to present his budget, 
watch the tube, and tick the boxes with a handy pencil (fine, Mont Blanc, 


` | DIRECT & INDIRECT TAX 


A. 
B. 


o 


m» 


ommodo 


ozgrms--rommgo 


Scrap exemptions on income tax; work to widen the tax base 
Simplify customs duty regime; introduce one effective peak rate 
of 15 per cent 

Simplify excise duty regime; introduce one effective rate of 12 
per cent and scrap special duties 


- Scrap surcharge and cesses on income tax 


Reduce excise duty on cars from 24 per cent to 16 per cent 
Reduce peak corporate tax rate from 35 per cent to 30 per cent 
Cap customs duty on power equipment at 5 per cent 
Reduce central sales tax from 4 per cent to 2 per cent 
Launch new voluntary disclosure scheme 

Bring more services under the tax net 

Raise corporate tax rate to 40 per cent 

Revive long-term capital gains tax 

Increase transaction tax on securities to 1 per cent 

Exempt all income from exports from tax 

Raise the highest income tax slab to over Rs 4,00,000 


FOREIGN DIRECT INVESTMENT 


Allow FDI (foreign direct investment) in radio 

Enhance ceiling on FDI in TV channels from 26 per cent to 

49 per cent 

Allow foreign institutional investors to invest in TV news channels 
Allow FDI in the retail industry 

Increase FDI in insurance from 26 per cent to 49 per cent 

Allow FDI in asset reconstruction companies 

Allow foreign investors in private banks to exercise voting rights 
commensurate with stake 


IIl OIL AND GAS 


A. Move towards real free-market pricing of petroleum products 


Reduce subsidies on LPG and kerosene 
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man on a plasma screen). At the end of the speech, tot up the score, or 
` you will know whether Budget 2005 was reformist, middle of the road, or 


[4] 
[4] 


[4] 


[4] 
[2] 
[2] 
[2] 
{2] 
1 
[1] 
[-4] 
[-4] 
[-2] 
[-2] 
(-1) 


(41 
14] 
141 
(41 
[4] 
{21 
121 


[2] 


[4] 
[4] 








Analysis 


keep this sheet open in front of you as you 

if you are in the corner room watching the 

get your man or woman Friday to do it, and 
populist. Who needs experts? 


Reduce excise duties on petroleum products , 
Reduce customs duties on imports going into oil and gas projects 
Provide tax breaks for companies participating in exploration 
Correct inverted (customs) duty structures; 10 per cent on crude 
and 5 per cent on LPG 

G. Revive Administered Price Mechanism 


mmo 


IV INFORMATION TECHNOLOGY 


A. No taxation of captive business process outsourcing (BPO) firms 

B. Automatically exempt IT companies from paying tax wherever the Double 
Taxation Avoidance Agreement (DTAA) comes into play 

Standardise excise duty on hardware at 8 per cent 

Ensure that Indian IT pros in the US do not have to pay for social security 


оо 


V. TEXTILES & INFRASTRUCTURE 


A. Set up special SEZs like parks with flexible labour laws for textile industry 
B. Create National Infrastructure Development Fund 
C. Provide tax sops for companies in the infrastructure sector 


VI TRADE 


A. Provide exchange risk cover for the rupee 
B. Replace Duty Entitlement Passbook Scheme with a WTO-compatible sop 


Vil OTHERS 


A. Triple food, oil and agriculture subsidy 

B. Announce creation of a sixth pay commission 

C. Scrap Department of Disinvestment 

D. Make it mandatory for companies in private sector to reserve jobs 
TOTAL ( ADD UP THE SCORES NEXT TO THE TICKED BOXES ) 

HOW TO READ THE SCORES 


Over 50: Reformist ш Between 25 and 50: Middle-of-the-road m Below 25: Populist 
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DERSTATEDNESS HAS BECOME A TRADEMARK OI 
AJ the Manmohan Singh-led United Progressive 
Alliance (UPa) government. So, it didn't come as a sur 
prise to anyone, leave alone the man's minister: 
when, on February 10, a missive from him, of must 
dos-for-2005 described as "thrust areas for policy 
implementation", landed on their desks. 
As follow-up, the letter said, an official from the 
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Tax benefits u/s 88 of IT Act, 1961] 
"You can now insure upto Rs.5 lakhs. Life Insurance Cover to the extent of the 
the chosen Target Amount. Existing investors can enhance their Target Ато 
expense ratio 1.58% for half year (unaudited) ended 30th Sept 2004. ИЯ term 
source: www.amfiindia.com “As on 31st December 2004. 

















Scheme Objective: To encourage the habit of regular savings primarily h 
the Income Tax Act, 1961 on the investment made in the scheme each yeg 
but not due targeted amount. Investment Objective: To primarily provide 
reinvestment thereof. Amounts collected under the scheme shall generally 
low to medium risk profile and not more than 40% of the funds in equities: 
withdrawal. REGISTERED OFFICE: UTI Tower, 'Gn' Block, Bandra Kurla Cory 
has been set up as a trust under the indian Trust Act, 1882. SPONSORS: State 3 
of India, (Liability of sponsors limited to Rs, 10,000/-), TRUSTEE: UTI Trustee Co 
UTI Asset Management Co. (P) Ltd. (incorporated under the Companies Act, 199) 
market risks and the NAV of the funds may go up or down depending on the fad 
the Fund's objectives will be achieved. Past performance of the S 
is only the name of the scheme of UTI Mutual Fund and does not 
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| Newspaper | Readership (000') ] 

| Loksatta | 1102 ] 

| Maharashtra Times 784 
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Loksatta is No.1 in Mumbai, and the clear leader in Maharashtra* 
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HLL's Banga: The reward for performance has come, but he will have to show the el 


on Banga, who has had his hands 
full attempting to cajole a lumbering 
HLL to grow. Last April, the 
Chairman of the Indian subsidiary 
was elevated as head of the Asian 
Home & Personal Care (HPC) 
business, worth all of $6.1 billion 
(Rs 26,840 crore). 

So, despite HLL’s prolonged 










..-BUT HLL IS SADDLED 
WITH WOES OF ITS OWN... 


@ FMCG markets have revived after 
a two-year downturn, but topline 


growth is still proving elusive 


woes, why has Unilever rewarded 
Banga with such a plum posting? 
The answer: Performance. Sounds 
absurd? Well, read on. True, Banga 
and his team have been unable to 
wring uniform growth out of Ни» 
considerable operations, but as far as 
Unilever Group CEO Patrick Cescau 
is concerned, the Indian Chairman 





„ALTHOUGH THE MANAGEMENT IS 
UPBEAT THAT HLL IS NOW POISED TO GROW 


@ The FMCG markets in which HLL operates grew 
by 6.1 per cent in the last quarter of 2004 





usive growth after the ‘refitting’ joumey 


performed the role that was 
expected of him to a T over the 
past five years. As a part of the 
‘Path to Growth’ exercise announ 
ced at the turn of the century by for- 
mer Chairman Niall FitzGerald, 
Unilever has rationalised its brand 
portfolio from 1,600 to 400 brand 
names. HLL, too, religiously followed 


€ The new engines of growth aren't € The “refitting journey" is over, and HLL's brands are 


yet firing, with the confectionery 


foray and the Ayush brand 


(in general trade) not taking off 
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€ Growth—as well as innovation—in the e$ 

core brands is hap- | 

f pening only in pock- 
| ets; if a Lifebuoy 

shows growth, a | 

, Lux doesn't | 





stronger today in terms of relevance and value. 
This will result first in volume growth, then value 
growth, and eventually profits 


GDP growth of 6-7 per cent will result in a growth in 
disposable incomes of 10-11 per cent, which will 
benefit HLL's power brands. The opportunity for 
growth is huge as personal wash usage is still a 
fraction of China's, and only 1 per cent of foods in 
India are packaged 
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FAST-MOVING MANAGERS 





HE CROWNING GLORY FOR UNILEVER'S 
India subsidiary is doubtless its uncan- 
ny ability to provide the parent with 
blue-blooded talent, which is deployed in 


, virtually every global base where Unilever: 


flaunts its banner. Vindi Banga, Harish 


-Manwani and the recently retired К.В. 


Dadiseth may be the most prominent 


. апа high profile names to have made it 
big on Unilever's global stage, but they 


aren't the only ones. At last count, there 
were some 95 managers who, after 


varying stints at the Indian operations, 


moved out to greener Unilever pastures. 
For example, there's Vivek Rampal, a 
former HLL head of skin care who has 
now taken on regional responsibilities as 


"Category Chairman for Skin Care, Asia. 


that path, whittling down the bas- 
ket from 110 to some 35 power 
brands. Not just that, Banga 
divested eight either low-margin or 
non-FMCG businesses, making HLL a 
focussed FMCG player like never 
before. “It’s been a refitting journey. 
The company is significantly refitted 
now, the brands are stronger, and 
HLL is now poised for topline and 
market share growth,” is how Banga 
put it last fortnight. 

If you thought Unilever could 
fault Banga for HLL’s dry spell, it 
can’t, simply because the Anglo- 
Dutch behemoth itself isn’t looking 
too good on the growth parameter. 
As against the targeted figure of 
5-6 per cent, Unilever’s leading 
brand growth stood at 3.6 per cent 
in the 2000-04 period, and at just 
0.9 per cent last year, prompting 
Cescau to acknowledge (at the 
Unilever results presentation) that 
“Path to Growth” did not “deliver 
the step change because Unilever 
did not play its portfolio to its 
full potential”. 

It is Banga’s single-minded 
fixation on focus that might have 
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Another name that comes to mind is that 
of Gunendar Kapur, head of HLL's foods 
business till last year, now Vice Chairman 
& CEO, Unilever Nigeria. Then there's 
Anand Kripalu, Managing Director, 
Unilever, East Africa, a former HLL 
General Sales Manager. A regional break- 
up reveals that the UK has absorbed the 
maximum number of HLL managers, 
all of 19, followed by Singapore with 
12—which isn't surprising, considering 
the new-found regional focus for brand 
strategy and innovation—the Netherlands 
with nine and the US with seven. 

Of course, it's usually a longish jour- 
ney before any Unilever honcho gets the 
big cheese. Banga, for instance, since 
joining the company in 1977, did stints 
as Soaps & Detergents Category Leader 
for Central Asia and the Middle East (in 
1995), and took charge as Senior VP for 


persuaded the Unilever board that 
he’s the right man for the job. 
Cescau has acknowledged that 
the Anglo-Dutch consumer goods 
giant is not sufficiently focussed 
on getting products “on the shop- 
ping list, and on to the supermar- 
ket shelves... I have visited a num- 
ber of Unilever's customers in 
recent months. The feedback I 
invariably get during these visits is: 
We are good, but not always as 
single-minded as we could be in 
pursuit of growth". 

Of course, HLL by no means can 
enter the case study books as a 
driver of growth that, at best, has 
been in pockets—very few of them. 
Ditto with innovation. Lifebuoy is 
one of the few examples of inno- 
vation-led growth. In the midst of a 
continuous decline for five-six years, 
HLL made a drastic, non-incremen- 
tal change to revive the brand after 
107 years: The perfume was 
changed, it was now a toilet soap (as 
against carbolic), and the colour 
and shape were tinkered around 
with. And guess what: Since its 
relaunch in 2002, Lifebuoy has 


Unilever Group Chief 





Unilever's Manwani: FOR I. 
Unilever, its been а smooth joumey 


Hair & Oral Care, based in the UK (before 
“becoming HLL Chairman). What next, 










you may well wonder os 


ever he is known by then) perhaps? 
аии 


Current Chief Patrick 


Banga and Manwani are just 50 and 


51, respectively. The burning question for 


the time being, though, is: Who will 


succeed Banga as HLL Chairman? _ 


reversed its declining trend, posting 
double-digit growth for the third 
year running. 

Perhaps Banga’s success with 
such winning brands (Wheel and 
Fair & Lovely are two others that 
come to mind) has been noticed, 
against a larger backdrop of flat 
sales and share erosion. After all, 
Unilever for its part doesn’t have too 
many silver linings to view, either: 
Europe, which accounts for over 
40 per cent of sales, declined by 
nearly 3 per cent. North America 
and Asia did manage to show some 
growth (not much, though, at 1.5 
per cent and 1.4 per cent, respec- 
tively), and Latin America saved 
the day with a 7 per cent sales 
growth. These figures could well 
explain why Banga and Harish 
Manwani—President (Home and 
Personal Care, HPC), North America, 
and, before that, President, HPC, 
Latin America—got a call up to the 
Executive. Of course Banga’s elev- 
ation will appear more convincing 
once the much-promised growth 
in the HLL topline and in market 
shares begin to show. @ 
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“WE DIDN'T BUILD THIS 
І.Т. SYSTEM. 





Add a server here. Upgrade a storage solution there. Throw in a database. And 
before you know it, the IT system that was once your pride and joy has become an 
albatross. A complex, hard to manage. albatross that's holding your company to 
ransom. Time for change. “WE JUST BOUGHT IT. NO WAY WE'RE REPLACING IT.” 
We're with you. Another huge capital investment is not the answer Integration is. 
You have the strategies and the Systems. You just need to get your business 
priorities and your technology aligned. Cue IBM and on demand business. We'll 
help you get more from what you've got. By linking departments, connecting 
processes, and simplifying, end to end. “GREAT. BUT | CAN'T START EVERYWHERE” 
You don't need to. Integration is not an all or Nothing thing. Small changes car reap 
huge rewards. And our experience and expertise can heip identify them, We 
understand the procedures that make your business tick: We know infrastructure, 
We're not fazed by complexity, We see through it. Identity key issues. Zero in On the 
best place to start for immediate retums. Then make it happen, With solutions that are 
platform and system-friendly, but more importantly, business- ~Strategy-friendly, too. 
"THAT WOULD WORK. I THINK: ” It would: We help thousands of companies 
do.it every. day, Join them. Create the manageable, affordable, dependable 
infrastructure you always planned. You'll find all you need at ibm. com/in/ondemand. 
INSIGHT, SERVICES AND SOLUTIONS FOR AN-ON DEMAND WORLD 
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bt venture capital 


WS 


F ANYONE IN THE VENTURE 

capital industry needed proof 

that India is an Asian El Dor- 

ado, then it was delivered on 

the front pages of pink dailies 
early February. Warburg Pincus, 
the Big Daddy of private equity 
industry with $14 billion (Rs 61,600 
crore) under management globally, 
sold a 3.2 per cent stake in Bharti 
Tele-Ventures for an eye-popping 
$306 million (Rs 1,346.4 crore). Just 
six months earlier, it had offloaded a 
similar stake, but for just $208 mil- 
lion (Rs 915.2 crore). Envious rivals 
reached for antacids because six years 
ago when Warburg picked up an 
18.5 per cent stake in Bharti, it paid 
a bargain price of $290 million 
(Rs 1,276 crore). Already, though, it 
has raked in more than $500 million 
(Rs 2,200 crore) by selling 6-odd 
per cent, and the remaining 12 per 
cent is still worth a billion dollars. 
“Its a once-in-a-lifetime kind of deal 
for any private equity firm anywhere 
in the world," drools a rival. 

In fact, in August last year, soon 
after its first tranche of sell-off in 
India's largest cellular company, 
Warburg's Co-President Charles 
R. Kaye himself wondered aloud at 
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Pay Day 


Venture capital firms in India are striking gold exiting their 
investment companies. Some of it is plain luck, but 
there's no denying the fact that VCs have finally got a 
handle on India. By SAHAD P.V. AND PRIYA SRINIVASAN 























SOME OF THE TOP EXITS OF 2004 
INVESTOR INVESTEE COMPANY 
Warburg Bharti Tele-Ventures 
Citigroup Daksh 

UTI Bank 

Momentum Technologies 
Actis Daksh 

Glenmark Pharma 

UTI Bank 

Sify 

Tavant Technologies 

NetKraft 
ChrysCap UTI Bank 
ICICI Ventures Biocon 

TV Today 
Schroder Capital Blue Dart Express 
General Atlantic Patni Computers 
Partners 
IL&FS Indraprastha Gas 


Note: The numbers are based on industry estimates and hence approximate 





*Partial exits only 





the jackpot his firm had hit. “After 
10 years in Asia, Bharti represents 
one of our most successful invest- 
ments... This transaction really vali- 
dates the Asian private equity story,” 
Kaye had preened. This time 
around, he must be busy writing 
out fat cheques for Rajesh Khanna 
and Pulak Prasad, Co-Managing 
Directors of Warburg in India. 
Come to think of it, the other 
vcs have little to gripe about either. 
By all accounts, 2004 has been a 
golden year for venture firms in 
India. For one, there were record 
exits, 30, according to Chennai- 
based industry tracker Т5] Media, 
not counting some smaller ones 
that fly under the radar. That’s a 
clear sign of exit routes improving, 
with options like IPOS and M&As 
becoming available to the firms. 
For another, return on investments 
is soaring. The 30 deals have fetched 
internal rates of return (IRR) of bet- 
ween 30 per cent and 250 per cent. 
That's a far cry from the early 


Wane returns 
on the Bharti 
Tele-Ventures deal has 
made the whole venture 


capital world sit up and 
take note of India 


Rajesh Khanna 
Co-Managing Director/ Warburg 


days of venture investing in India 
(we are talking about mid- and late- 
1990s) when firms big and small 
burnt their fingers with dotcoms or 
other dubious old-economy entre- 
preneurs. For example, Ashish 
Dhawan-founded ChrysCap had to 
write off $20-25 million (Rs 88- 
110 crore) invested in dotcoms that 
went nowhere. But that's small 
change compared to the $450 mil- 
lion (Rs 1,980 crore) ChrysCap 
manages today. Similarly, Citigroup 
Venture Capital International (СУС!) 
had 30-odd investments in the range 
of $2-10 million (Rs 8.8-44 crore), 
but has since rationalised its portfo- 
lio down to 20 (of which a dozen 
are new investments). Says Dhawan 
of ChrysCap: “In 2004, the industry 
as a whole has given back significant 
amounts of money to investors.” 
ChrysCap itself made three exits, 
clocking annualised returns of 31 
per cent. Among them, uri Bank 
fetched a stellar 250 per cent over 
the $8 million (Rs 35.2 crore) made 
just the year before (2003). Dhawan 


D taking risks 
with start-ups, 
Ramnath's firm has 
raked in high returns 


Renuka Ramnath 
MD & CEO/ ICICI Ventures 


is, as the saying in the industry goes, 
already *in the money" with several 
of his other investments including 
IVRCL and Mphasis, and he could 
soon become liquid in the new ones 
such as Suzlon Energy and Yes Bank, 
which are headed for IPOS. ICICI 
Ventures too claims a similar IRR 
(nearly 40 per cent) from about 20 
exits it has made in the last 18 
months. “I can't share any other 
metric at this time other than the fact 
that I am very relaxed,” says Renuka 
Ramnath, the firm’s MD & CEO. 
Two of its big winners could be 
Siocon, which went public in April 
last year, and ту Today (part of the 
India Today Group that publishes 
this magazine) that made its maiden 
public offering in January 2004. 
In the case of Actis, a Delhi- 
based British fund, it made six exits 
last year, taking out $164 million 
(Rs 721.6 crore) on investments of 
about $60 million (Rs 264 crore) in 
four years. That’s an IRR of roughly 
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34 per cent. Actis’ big bucks сате 
from its $32-million (Rs 140.8- 
crore) investment in uTI Bank in 
2001 that it sold to HSBC for $107 
million (Rs 470.8 crore) last year. 
Another big winner was Glenmark 
Pharma, where it made four times 
the money by selling a quarter of its 
holding. The remaining $9 million 
(Rs 39.6 crore) of investment is 
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VCs GET SMARTER 


Over the years, the venture capital industry in India has matured. Here are five trends to note: 


Ili Sharper focus: Earlier, VCs would invest in all kinds of deals. Not any more. The players are getting segmented and, hence, 
focussed. UTI Venture Funds, SIDBI Venture Capital, GW and WestBridge Capital still invest in early stage companies or smaller deals 


($2-10 million or Rs 8.8-44 crore), but Actis, ChrysCap, Baring and 
Warburg and Temasek do deals bigger than those. 


W Faster exits: In the last 18 months, there have b 


(4 үп 2004, the industry 

as a whole has given 
back significant amounts 
of money to investors" 


Ashish Dhawan 


Sr. Managing Director/ ChrysCapital 


already worth $80 million (Rs 352 
crore). *It's impressive to do a 
higher multiple over a longer per- 
iod of time rather than higher per- 
centage return in a short period," 
points out Donald Peck, Actis’ 
Managing Partner. That means 
Peck is in no hurry to sell off the 
remainder of his stake in 
Glenmark. Similarly, Baring 
Private Equity, which holds 36 
per cent in Mphasis, says Partner 
N. Subramaniam, will wait for an 
opportune moment to sell out. 
[t's not just private equity inves- 
tors who've pulled in the moolah. 
Even early stage investors and VCs 
have struck good multiples. Infinity 
Ventures sold its Rs 1.9 crore worth 


multiples. The point: Exiting investments is not just getting easier in India but profita 
institutional investors to put more money into India-focussed funds. 


И Increasing investments: It flows from the previous poi 
invested in 60-odd companies. This year, that figure could go up 
money to invest, while several new players like Arshad Zakaria's 
Equity Partners have set up shop in India. 


W Public is popular: Almost all pri 
so-called PIPE (private investment in pu 


stake in Indiagames for Rs 29 crore 
to a Honk Kong-based online 
gaming company in December 
2004 (a multiple of 15 times in five 
years). It also hopes to make at least 
Rs 90 crore from its Rs 7.7 crore 
investment in Indiabulls (where it 
has already made Rs 30 crore 
through partial exits). 

WestBridge Capital, which has 
invested $70 million (Rs 308 crore) 
in companies like ICICI OneSource, 
Applabs and sti, expects an IRR of 
30 per cent or above. “All the com- 
panies have received multiple of- 
fers of acquisition from the US and 
Indian strategic buyers, but our 
view is that given the strong growth 
rates (50-80 per cent annually across 
the portfolio), we will make higher 
returns by exiting at a future date,” 
says K. P. Balaraj, the Bangalore- 
based Partner at WestBridge. 





Citigroup are focussed on $10-50 million (Rs 44-220 crore) deals. 


een more than three dozen exits, and quite a few of them fetched high 
ble too. That should embolden global 


nt. Last year, some $1.3 billion (Rs 5,720 crore) of VC money was 
by 25 to 50 per cent. Most of the existing funds have raised new 
New Vernon Advisory, 3i of the UK and ABN Amro Bank's F1 


vate equity firms are chasing well-run publicly-listed companies to invest in. The 
blic enterprises) deals have created a record of sorts with more than 20 such 
transactions last year, and many more likely to follow. 


W Eyeing buyouts: Another sign of maturing of the private equity industry is the higher incidence of buyout deals. Centurion 
Bank, Punjab Tractors, Tata Infomedia were all such deals. The recent buyout by General Atlantic Partners and Oak Hill Capital 


Partners of 60 per cent of GE Capital International S 
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ervices for $500 million (Rs 2,200 crore) will be a game changer. 
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Is Your TV Ad Money Well Spent? 


Mass entertainment channels still get the bucks, despite falling viewership. 


0 1 2002 2003" 2004 
Channel Category Share of Share of Share of Share of Share of Share of share of hare of 
viewership revenues* viewership revenues* viewership revenues * viewership enues* 














MASS ENTERTAINMENT 34 
REGIONAL LANGUAGE 






































HINDI FILM CHANNELS 3 5 
ENGLISH ENTERTAINMENT 2 4 
жж 

SPORTS 2 3 

INFOTAINMENT/ KIDS 2 2 

MUSIC CHANNELS 1 2 

TOTAL 100 100 \ 

Source TAM Peoplemeter ADEX TAM Peoplemeter ADEX TAM Peoplemeter ADEX TAM Peoplemeter ADEX 
System India System India System India System йа 

Figures аге in per cent *Revenues have been recomputed on industry estimates with relevant discounts **|ncludes DD & C&S channels 


***2003-Cricket World Cup year. World Cup and other cricket on non-sports channels have been clubbed with sports 
Markets for viewership= All households (cable, satellite and terrestrial) in all India (TAM surveyed) 
Base channels for 2004 analysis= 105 TV stations common to both ADEX and TAM 
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S HOULD SOMEONE LAUNCH A GAME 
show on the tube called Know 
Your Communists, and should it 
become as popular as Kaun Banega 
Crorepati? (two imponderables, but 
indulge this writer for a minute), 
chances are (three, and there will be 
no more), identifying Prakash Karat 
from a photograph would definitely 
be the million-dollar question. 
That’s because, unlike his colleagues 
Jyoti Basu, the former Chief 
Minister of West Bengal, Harkishen 
Singh Surjeet, the General Secretary 
of the Communist Party of India 
(Marxist), CPI(M), and a player in 
Delhi’s power circuit, and Sitaram 
Yechury, the articulate public face of 
the party who spends a considerable 
amount of his time in television 
studios, Karat is a near-recluse who 
prefers not to be seen at all. 

That is set to change early April 
when the CPI(M) meets in Delhi to 
elect a new Central Committee 
and Politburo; Karat is a shoo-in 
for the post of General Secretary; 
and with the communists critical to 
the ruling United Progressive 
Alliance's (UPA) ambitions of staying 
in power, he cannot avoid either 
the publicity or the profile that 
comes with the job. Power, the 
third P of politics, doesn't figure in 
that sentence because powerful 
Karat has always been. In 1997, 
it was he who dissuaded Jyoti Basu 
from accepting the post of Prime 
Minister, and, more recently, last 
year, it was he who discouraged 
the communist parties from beco- 
ming part of the UPA. Is Karat as 
rabid as he is being made out to be, 
and will he succeed Surjeet? The 
man himself says reports about his 
succession are “speculation by the 
media”. “His understanding of the 
basic principles of the party makes 
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him a hardliner for the others,” 
says a fellow member of the 
Politburo. “He represents the best 
democratic tradition of our party,” 
gushes another colleague. 

“I stand for what my party stands 
for," says Karat himself, referring 
to his widely-publicised criticism of 
the upa’s ability to implement the 
National Common Minimum 
Programme (NCMP), which was 
drafted last year by the coalition in 
consultation with his party. 
“Measures in the CMP that concern 
the country and people are yet to be 
implemented, and those executed 
have been done in a half-hearted 
fashion," he adds. That's not his per- 
sonal view of course—in a telephonic 
interview with this correspondent 
from Mallapuram in Kerala (over 
the terrestrial telephony network; 
Karat doesn't carry a mobile phone), 
he declined to answer any personal 
questions—but "the party's asses- 
sment of issues". Still, his comments 
do not mean the CPI(M) will with- 
draw support to the UPA in April 
itself. “He is far more flexible and 
pragmatic than the media makes 
him out to be," says Congress 


Waiting For Karat 


The new chief of the reds could make things tough for the government. 


Member of Parliament Jairam 
Ramesh. *He is a very serious- 
minded and thoughtful individual." 
The CPI(M) itself insists that Karat is 
progressive and points out that he 
worked on discarding the democ- 
ratic centralism (the decision of the 
centre is binding on the state) prin- 
ciple for the state, and on incorpora- 
ting women's issues (his wife of 30 
years, Brinda Karat, is a communist 
and women's leader herself) in the 
party's draft for its Congress in 1998. 
Influenced by Marxism while 
at Madras Christian College in the 
1960s (he was later rusticated from 
the University of Edinburgh for a 
protest he participated in against 
apartheid in South Africa), Karat 
was a founder member of the stu- 
dents union of Jawaharlal Nehru 
University, a co-founder of the 
Student Federation of India at JNU 
along with good friend N. Ram, 
now Editor of The Hindu, and 
fought the only elections of his life, 
for the President of JNUSU in 1973 
(he won) and 1974 (he lost). The 
winner of that election, Anand 
Kumar, now a professor of 
Sociology at JNU, regards Karat as “a 
long distance runner”. “Allow him 
space and you will be treated to 
his depth of ideas,” he says. 
“There will be more emphasis 
on the party and our movement, 
and less on politicking,” says a 
member of the CPI(M) on the possi- 
ble impact of Karat’s election as 
general secretary. “Without doubt it 
will be tougher for the Congress.” 
Karat himself would like to believe 
that opposition (to ideas) brings 
out alternatives (that weren’t 
thought of before) but insists that “it 
is the government's responsibility to 
run with stability and not ours”. 
SUPRIYA SHRINATE 


a Hien, 

he first Chinese traveller to India. 
Dur ED (Business Development), 
he first Indian gas man to China. 
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‚ Stick ‘em up 


India discovers a new fondness for a made-for-television hockey league. 


ETWEEN JANUARY 13 AND 

February 13, some four mil- 
lion viewers (per match) watched 
the live telecast of hockey matches 
(there were 20 in all) between 
teams named as evocatively as 
Hyderabad Sultans, Maratha 
Warriors, Bangalore Hi-Fliers, 
Chennai Veerans and Sher- 
E-Jalandhar (there were 10 teams 
in all). In television trade lingo 
that translates into average TRPs 
(television rating points) of 0.46; 
that's a significant figure in a coun- 
try where news channels routinely 
register TRPs in the 0.10-0.12 
region, and even the typical 
K-soap on Star Plus, the channel 
that telecasts 36 of the top 50 prog- 
rammes on the tube, does around 
11.8. At one level, the four-mil- 
lion figure means Indians still adore 
hockey, the country's national sport 
and one in which it actually boasts 
eight Olympic gold medals (the 
last, alas, won way too long back in 
1980) and lends credence to one 
theory doing the rounds that says 
that more Indians traipse to stadia 
around the country to watch domes- 
tic hockey matches than domestic 
cricket ones. At another, it means 
that the Professional Hockey 
League (PHL), a slick, for-television 





All India TRPs 
Six Metros TRPs 


Punjab/Haryana/Chandigarh/HP TRPs 


Uttar Pradesh TRPs 

Tamil Nadu/Karnataka TRPs 
Hyderabad TRPs 

Delhi TRPs 


West Bengal TRPs 
Source: TAM 
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m E PHL Average 


ESPN's Venkateish: The keeper of faith 


(and live audiences, but you get 
the picture) extravaganza replete 
with cheerleaders (Russian ones, 
for the first match), endorsements 
from popular brand ambassadors 
such as movie star Amitabh 
Bachchan and cricketer Sachin 
Tendulkar, and uniforms designed 
by one of India's top designers 
Aparna Chandra, has arrived. 





The presence of 13 foreign 
players may have helped, as may 
have a new 4 X 17.5-minute quar- 
ters format, live coverage with as 
many as nine cameras, time-outs 
and strategy sessions (all televised 
again), smart uniforms, and the 
fact that India was playing no 
cricket at the point in time. So, by 
the time the Hyderabad Sultans 


























Sania Mirza atthe Anju Bobby George India Vs Pakistan One 

Australian Open/ (© Olympics/ August Day International 

January 21/12.00 27, 2004/ 22.20 hrs Samsung Cup/ 

hrs to 13.30 hrs to 00.30 hrs March 13, 2004 
0.5 0.4 2.9 12.1 
0.4 0.7 3.6 12.2 
1.2 0.0 1.7 10.0 
1.1 0.1 1.4 8.8 
0.9 0.5 2.2 5.9 
2.8 2.2 3.9 18.8 
0.9 0.5 5.1 18.6 
0.2 0.6 5.5 24.7 


‚ bttrends 


/ 
LI 


ты" 


- 


ERES 


Sua!) A Да 


72 


defeated Sher-E-Jalandhar to win the tournament and the Rs 30-lakh 
prize that went with it (overall prize money: Rs 71 lakh), Indian 
Hockey Development Private Limited, a 51:49 joint venture bet- 
ween the Indian Hockey Federation and ESPN Star, had proved that a 
well-packaged league, complemented by the right kind of television 
muscle, could work. PHL still doesn’t have a title sponsor, but its 20 
matches attracted some 280 minutes in advertising (not all of it sold), 
which, by some estimates, translates into Rs 6-10 crore in revenue. The 
league has been popular enough for Adidas, the kit sponsor, to have 
uniforms and other merchandise “move from the shelves really fast” 
across its 74 stores, according to Andreas Gellner, Managing Director. 
If timed well (read that as in non-cricket season), the PHL could 
succeed. “Most kids grow up playing three games in school: cricket, 
hockey and football,” says R.C. Venkateish, Managing Director, ESPN 
Software. “The opportunity is huge.” Advertisers think so too. 
“Cricket gets prohibitively expensive,” says Anita Nayyar, Executive 
Director, Starcom Worldwide, North Operations, a media specialist. 
Then, there is the question of audience fit. Punjab, a region where 
hockey is hot (hotter than cricket, some say) is an important market 
for Western Union, a money transfer company (reason: the Punjabi 
diaspora). Not surprisingly, the company sponsored the two Punjab 
teams in the fray. That’s opportunism. Actually, so is the PHL, and if 
it works well enough, it could mean another Olympic gold for 

India in hockey in the next few years. 
AMANPREET SINGH 





Number of teams: 10 

Total number of players: 160 

Number of Tier | teams: 5 

Number of foreign players: 13 

Total player fees: Rs 30,90,000 

Total cost: Rs 8.5 crore 

Funds: All costs are underwritten by ESPN 

PHL ownership: Indian Hockey Development 
Private Limited, in which ESPN Star Sports 
owns a 49 per cent stake and the Indian Hockey 
federation, 51 per cent 

Advertising revenues: Rs 6-10 crore (estimate) 
Total number of viewers for all matches: 4 million 
Title sponsors; ESPN is searching for one 

Team sponsors: Perfetti's Mentos (Maratha 
warriors), Western Union (Sher-e-Jalandhar 
and Chandigarh Dynamos), GSK's Boost 
(Hyderabad Sultans). 





The Market’s New Watchdog 


It's Meleveetil Damodaran, the magician who turned around UTI and IDBI 


| арн SOME TIME IN THE MIDDLE 
of February, it looked like 
G.N. Bajpai would get an exten- 
sion, albeit a three-four month 
one, as head of stock market regu- 
lator Securities and Exchange Board 
of India (SEBD. The Finance Minister 
was busy with the budget, and 
Planning Commision chief Montek 
Singh Ahluwalia, who oversees the 
appointment of regulators, was 
apparently not keen to hand over the 
job to a retired bureaucrat as past 
governments have been wont to. 
However, things worked out 


UMESH GOSWAMI 





(the institution had frozen tran- 
sactions on its flagship fund, 
us-64, following some unwise invest- 
ment decisions allegedly at the ins- 
tance of its previous chairman). 
While Bajpai’s tenure saw the 
operation of Indian stock mar- 
kets reach new levels of efficiency 
and transparency, it was also 
marked by an inability to punish 
defaulters (some 22 orders of SEBI 
have been overruled by the Secu- 
rities Appellate Tribunal in the 
past 12 months alone). Damo- 
daran would do well to address 


differently, and on February 18, 
M. Damodaran, an Indian 
Administrative Service officer (1971 
batch) took charge as the fifth 
Chairman of SEBI. The man has 
acquired a bit of a reputation as a 
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SEBI's top cop: A tough stance 


turnaround artist, what with his 
achievements at UTI and IDBI, the 
first of which he took over in cir- 
cumstances that were far from ideal 


this. His comments soon after 
taking over indicated that the man 
was aware of the challenge. He 
promised “swift and heavy” retri- 
bution for “mischief makers”. 
ROSHNI JAYAKAR 
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Kishore Biyani's Pantaloon Retail is already India's biggest retailer 
by far. Now, it is targeting revenues of Rs 8,800 crore by 2010. 
Meet the man who wants to be India's Sam Walton. sy лык par 


T’S MANIC MONDAY AT 

Knowledge House. Standing 

behind his desk, Kishore 

Biyani is answering e-mails 

on his compact Sony Vaio 

hooked up to a 15-inch 
Flatron monitor, simultaneously 
talking on the phone and sipping 
tea, when one of his two cellphones 
rings. Few conversation bursts later, 
he clicks it shut and barely has he 
turned, fists on the table, towards 
this writer to guide him through 
the de rigueur PowerPoint corporate 
presentation, that СОО Ved Prakash 
Arya pops in his head to say that 
everybody is waiting in the board- 
room for the Monday review 
meeting. Wearing an open collar 
sky-blue Arrow shirt, navy blue 
trousers and a disarming smile, 
Biyani doesn’t have any of the 
craggy patrician features and com- 
manding presence one typically 
associates with high-powered cor- 
porate CEOs. The energy and sense 
of purpose on the second-floor cor- 
ner room of Pantaloon Retail’s 
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corporate headquarters—tucked 
away in the far-flung Mumbai sub- 
urb of Jogeshwari, best known for 
its theme park Fantasy Land— 
though, is very palpable and real. 
For one, the ideas just keep 
gushing out—spouting as if from 
the proverbial fountainhead. 
Flagship brand Pantaloon is in the 
midst of a brand overhaul. 
Perceived as a men’s apparel brand, 
the lifestyle format is being worked 
upon by two design teams. “It has 
to be fashionable, youthful and 
fresh,” Biyani is emphatic, doodling 
furiously with a pencil on an A4 
pad. Then there is his dream mall: 
a 350,000 square feet (sq. ft.) shop- 
ping space filled entirely with his 
own brands and services— 
Pantaloon, Big Bazaar, Indigo 
Nation, Planet Sports, quick service 
restaurants, Marks & Spencer 
(M&S), and food courts. Brands, 
retail and real estate; Pantaloon's 
three growth engines coming 
together as one. Squibbles, 
scratches, and circular lines... the 


Biyani's Retail Empire 


His stores are spread over key cities across the country. 
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doodling continues. 

Then there is Home Town. The 
first 250,000-sq. ft. home store shall 
open in nine months and stock 
everything from white goods, fur- 
niture, hardware to electricals, 
besides offering property services. 
Five stores are planned in quick 
succession, involving an investment 
of Rs 250 crore, against projected 
revenues of Rs 1,500 crore. By the 
time Biyani, who calls himself Chief 
Knowledge Officer, has moved to 
outlining the contours of his pro- 
posed Rs 250-crore real estate ven- 
ture fund, Kshitij, two scribble- 
covered sheets lie torn and crum- 
pled beside him. Questions about 
how these towering ambitions are to 
be funded are dismissed with his 
characteristic entrepreneurial flou- 
rish. “Raising finances has never 
been an issue with us,” he says. 

But then again, the 43-year-old 
has always thought big, and won. 
Pantaloon Retail, his listed company, 
expects to close this year with a 
turnover of Rs 1,100 crore—for 
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perspective, last year revenues were 
Rs 650 crore. Go back not too far— 
1997 actually—and you'll find that 
Pantaloon has grown from being a 
three-store retailer with just Rs 60 
crore in revenues. Yet, when the 
financial year ends in June, 
Pantaloon Retail would be spread 
over 2.2 million sq. ft. and 75 stores 
across 12 cities. In fact, these days 
it’s not unusual to hear senior mana- 
gers talk of working towards a reve- 
nue target of $2 billion (Rs 8,800 
crore) and a sprawl of 10 million sq. 
ft. within the next four years. 

Con ing tO MIS NN 

A little over seven years ago (August 
1997, to be precise), when Biyani 
opened his first Pantaloon family 
store in Kolkata’s Gariahat, few 
retailers could have dreamt that the 
commerce graduate, who started 
off with an investment of Rs 7 lakh 
and capacity of 200 trousers a day, 
would rise so rapidly. When Biyani 
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SCALING UP 


In the last five years, revenues have 
grown five-fold. 


1999-M | 137.28 

2000% 4.92 

2000-4 180.58 

2001 fe 6.4 

2001 

20024 m 285.29 

2002-4 i 444.83 

2003 es 11.41 

2003-4 и 658.31 
2004 19.78 

Figures are in Rs crore Net sales Profit after tax 


talked about his *pan-Indian retai- 
ling model", reactions ranged from 
good-humored incredulity to down- 
right derision. That is, till Biyani 
proved them wrong. Take the test 
case of Kolkata. He invested Rs 5 
crore in the first Pantaloon store, 
including a Rs 40-lakh promotional 
campaign—unheard of for a retailer 
with just one store. Surprisingly 
enough, the response was over- 
whelming. With daily footfalls of 


N f : Mistakenly perceived as a 


men's store, the le lifestyle chain is being 
repositioned to appeal to Де ый е 
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BIG BAZAAR’S BIG RUSH 


The format's value positioning seems 
to have paid off. 
1999. N.A. 

2000 


2000-| N.A. 
2001 


2001- - 4301 
2002 242.28 
2002- 1 143.39 
2003 | 


2003-4 


137.28 


180.58 


301.44 


mm 319.93 
2004 | 338.38 


Figures are sales in Rs crore W Value (Big Bazaar & Food Bazaar) 
Lifestyle (Pantaloon & Central) 


over 1,200, it notched up Rs 10 
crore in sales in the first year. Small 
wonder, the hard-nosed business- 
man still has a soft corner for 
Kolkata. In quick succession, Biyani 
opened two other Pantaloon stores, 
followed by the first Food Bazaar. 
His transformation from a manu- 
facturer—he'd started off in the 
family textile trading business—to a 
retailer had begun. 

On the face of it, there's hardly 
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: Malls is another area where 
Biyani has big plans. He has floated a 
company to develop retail properties 
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l Pantaloon's Stock has gone through the roof in the last one year. 835.50 


. 400. Feb. 16, '04 
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anything outstanding about 
Pantaloon Retail’s business model. 
a fairly textbook, multi-format 

, though heavily Indianised 
focussed on the mass consumer. 
` What's different is the combina- 
tion of old-fashioned entrepreneurial 
abilities (like being able to read the 
consumer's mind, taking gigantic 
risks coupled with shrewd business 
sense) and excellent networking 
that's swung the fortunes in Biyani's 
favour. Says Shashi Kumar, General 


Manager, The Hub, a 2.5-lakh sq. 


ft. mall at Goregaon, Mumbai, who 
used to work for Shoppers’ Stop: 
“More than a pure retailer, he is 
an entrepreneur, completely 
unafraid to use unconventional 
methods to achieve his goals, while 
keeping the bigger picture in mind.” 
2 In fact, Biyani—who says he can 
size up a person in the first few 
seconds—has an uncanny ability to 
gauge what the consumer is really 
looking for. So, while many com- 
petitors were blindly trying to apply 
Western merchandising and retailing 
models in the Indian marketplace, 
Pantaloon zeroed in on one single 
attribute: the average Indian con- 
sumer's obsession with bargains. 
This was the single platform around 
which he built both his value busi- 
nesses: Big Bazaar and Food Bazaar. 
He also wagered on the fact that in- 
store ambience per se doesn't matter 
if there's enough discounting hap- 
pening. Ergo, Big Bazaar can get 
away with stockpiling everything 
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into place. And once convinced, he 
backs it up with full financial might. 


. Within six months of the Kolkata 


Pantaloon launch, he had rolled 
out Hyderabad and Nagpur, 
investing a further Rs 5 crore 


5 towards an untested format. In 







from plastic containers to loose rice 
in gunny bags, reducing the aisle 
width to just about fit in a cart. 

As any retailer will tell you, it’s 


, the combination of efficient mer- 


chandising (buying and promoting 


the goods the stores carry) and 


operations (running the stores) that 
makes a successful retailer. Biyani, 
ever the contrarian, has always 


believed that once you get the 


merchandising right, the rest fall 


BIYANI'S GET-BIG- 
QUICK STRATEGY 
The good and bad of it. 

The Pluses 


ныс doen iub ERN CEPR RN: 
© Has built up scale faster than апу 
other retailer 


© Focussed more on what matters 
to the customer 


The Minuses 


@ Stretching his resources thin with 
diversifications 


e ls still largely a one-man show, 


6 Hasn't yet invested in IT systems n 
o Not spending enough time on — 
consolidating the business 


October 2001, three Big Bazaars 


were rolled out in the space of 22 


days. The 50,000-sq. ft. stores 


stocked anything between 80,000: 
and 90,000 skus (stock keeping 
units) and involved investments 
of Rs 10 crore each. This was fol- 
lowed by a similar flurry of 
Centrals—125,000 sq. ft. seamless 
malls in Bangalore and Hyderabad 
(250,000 sq. ft.), with one in Pune 
coming up next month. 

How does Biyani manage to be 
fast and decisive? By relying pri- 
marily on his gut and instinct, cul- 
tivated by observing and interacting 
with thousands of customers over 
the years. While many consider this 
foolhardy, it seems to have paid 
off handsomely. So, while other 
retail chains spent months crunching 
numbers, poring over spreadsheets 
trying to factor in catchment areas, 
approach infrastructure, socio- 
economic profiling, all it took Biyani 
was a walk round the block to iden- 
tify the most critical factor in the 
retail business: location. 

Relying often on gleaned insights 
like the fact that while most people 
prefer to do their everyday shopping 
in the neighbourhood, they like to 
head farther off when it comes to 
satisfying their aspirational needs, 
Pantaloon managed to lay hands 
on prime properties. Going against 
popular perception has not just 


. fetched him favourable rates, but 


also earned the goodwill of mall 
developers like Atul Ruia of 
Phoenix Mills who even today 
remains a close friend. Mid- 
February, Biyani cemented the 
friendship by picking up a 16 per 
cent stake in Mumbai-based Ruia's 
Galaxy Entertainment, which owns 
sports bars and bowling alleys, 
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Firmly positioned as a value chain, Big Bazaar and Food Bazaar focus not so 
much on consumer comfort as savings. They symbolise Biyani's retail philosophy, which is 
essentially “pile them high and sell them cheap”, like Wal-Mart's Sam Walton once said 


Today, even competitors privately 
admit (though most of the large 
retailers Business Today approached 
for this feature refused to com- 
ment) that Biyani’s bets have paid 
off. His retail empire successfully 
rests on four robust formats: Big 
Bazaar hypermarket, the food and 
grocery business Food Bazaar, ori- 
ginal brand Pantaloon and “seamless 
malls” Central. Arvind Singhal, 
Chairman of retail consultancy KSA 
Technopak, who till a year back 
felt that Pantaloon was doing 
nothing right from a classical retail 
point of view, is today a convert. 
“Closest to achieving economy of 
scale, national footprint, widest 
share of consumer spending bas- 
ket (food, groceries, clothing, house 


dynamism and entrepreneurship, 
lightning fast execution, and very 
good performance of the stock in 
the last 12 months allows great 
flexibility in raising further capital to 
fund growth,” he points out. 

And growth for Biyani shall 
come from a larger share of the 
Indian aspirational consumer's 
wallet. Currently, Pantaloon claims 
to have a little over half the con- 
sumer wallet, through offerings in 
the food, apparel and home need 
segments. Biyani plans to up this 
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significantly by entering new for- 
mats like home improvement, 
leisure and entertainment, and spe- 
cialty stores. So, be it indoor cricket 
or an Indian alternative to coffee 
chains like Barista, Biyani's pro- 
posed ventures are once again 
unconventional. Says a senior 
manager with a South India-based 
retail chain: *Whether he'll be 
successful in all areas depends on 
how success is defined. Even if he 
succeeds in three out of six, it will 
still be a success and he can always 
quit the unsuccessful ones by about 
2008 or 2009." 

Among the experiments planned 
is a “farm to plate" format in food 


«y 





SHOME BASU 


retail, which currently accounts for 
a fourth of Pantaloon's revenues, 
but is expected to drive future 
growth. The new strategy involves, 
at one end, getting into contract 
farming and private labels and, on 
the other, offering adds-ons such 
as freshly ground spices and wheat, 
bakery, and takeaway gravies. Once 
again, it's a typical Biyani brain- 
wave: unorthodox, but based on a 
shopper's real needs. 

It's lunch time. Biyani, accom- 
panied by coo Arya and four family 
members (elder brother Vijay han- 
dles banking relations and Anil 
looks after production; cousin 
Rakesh is in charge of Central and 
brand relations while another cousin 
Sunil handles production), is sit- 
ting down to a pure vegetarian 
Marwari lunch. As the little steel 
and glass bowls move around the 
revolving table, most of the talk 
centres around shops and how 
they're doing. Biyani and his family 
as promoters hold 40.48 per cent 
of the Pantaloon stock, which in 
the last one year has soared from 
Rs 297 to Rs 836. This values 
Pantaloon at Rs 1,679 crore (as on 
February 16) and pegs the value of 
the Biyani family's holding at 
Rs 680 crore. Kamlesh Ratadia, 
Analyst at Mumbai-based Enam 
Securities, sums up the appreciation 
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succinctly: “Valuation is a function 
of ideas, execution and scalability, 
and Pantaloon scores highly on all 
the three parameters.” 

Meanwhile, Biyani is working 
hard to remove the perception that 
Pantaloon is a one-man show. 
Realising the importance formalised 
structures and technology will play 
as it takes the next leap forward, 
he’s begun to put together a core 
team of professionals, typically 
drawn from top-notch FMCG com- 
panies (see Biyani’s A-Team). But 
what's really brought Pantaloon 
into the public eye is the series of 
high-profile deals it has recently 
pulled off. Pantaloon Retail acquired 
a majority stake in Bangalore-based 
Indus League Clothing, paying 
Rs 24.09 crore for a 68.29 per cent 
stake. In a single stroke, Biyani has 
gained access to a 60,000-piece- 
a-day manufacturing unit at 
Bangalore and, more importantly, 
two strong national brands, Indigo 
Nation and Scullers, which will help 
Pantaloon position itself as a 
branded apparel player. 

Then there was the 49 per cent 
it acquired in Planet Sports, the 
sole franchisee of M&s, which also 
holds distribution and licensing 
rights for sports brands like Wilson, 
Puma, Speedo and Converse. In 


Shoppers’ Stop (MD & 
CEO B.S. Nagesh seen 
here) is the biggest player 
in department stores, 

and plans to expand 
following its IPO 





terms of outlets, there are six of 
M&s and 25 of Planet Sports. Says 
KsA's Singhal: “While one gives 
him an excellent vehicle for acqui- 
ring and managing brands, the 
other fills gaps in his product port- 
folio." Before the ink could dry 
on this deal, Biyani sold 4.98 per 
cent stake in Pantaloon to media 
giant Bennett, Coleman & Co. for 
Rs 70 crore. While Biyani says it's 
purely a financing arrangement 
(money in return for stock), insiders 
say that a tacit understanding has 
already been reached with the pub- 
lishers of The Times of India that of 
the Rs 80-90 crore Pantaloon plans 


to spend next year on advertising, a 
significant portion (Rs 15-20 crore) 
would be given to them. Finally, 
with a stake in Galaxy Enter- 
tainment, Biyani will get to go after 
the leisure and entertainment seg- 
ment, which is said to account for 6 
per cent of the aspirational con- 
sumer’s spend. 


Competition Ahead 
Such aggressive deal-making is what 
could hold the difference between 
survival and death. With almost all 
large retailers stepping up growth 
plans, the Indian retail space is get- 
ting increasingly competitive and 
will become cut-throat, with foreign 
direct investment almost certain to 
be allowed in. Shoppers’ Stop, still 
the leading departmental store in the 
country, has a formidable presence 
in clothing and accessories, espe- 
cially in the metros. Armed with 
an incisive customer database and 
strong technology backbone, the 
K. Raheja group company, whose 
Red Herring prospectus has already 
been filed with the Securities and 
Exchange Board of India, is sure 
to kick off growth once its initial 
public offer comes through. 

Then there is the Dubai-head- 
quartered Landmark Group’s 
Lifestyle. With a successful presence 


Biyani's Inspiration: The Man From Bentonville 


ECRETED AWAY SOMEWHERE IS A HEAVILY UNDERLINED (AND DOG-EARED) COPY OF SAM WALTON'S CLASSIC, MADE IN AMERICA. ONE OF BIYANI'S 
treasured possessions, it is said to contain the secrets to his retailing success. And what Sam could not teach the 43-year- 


old commerce graduate from Mumbai's HR College, the streets did. Organising sponsorships for dandiyas, trading textiles to selling 
denim, he has done it all. Hailing from a conservative Marwari business farnily—he still stays in the same Napean Sea Road flat 
with his brothers and parents—Biyani says it's a combination of luck and being a contrarian that has helped him get where is. 
While he travels nearly three days a week, he still sticks to his daily regimen of 40 minutes of yoga and an evening walk along 
with his strict adherence to a cheese- and butter-free pure vegetarian diet. 

A voracious reader—he gave up reading fiction 20 years ago—he's a die-hard fan of management and motivational literature. 
Influenced by writers like Stephen Covey and Anthony Robbins, framed pictures of whom grace his office walls, Biyani picks up 
a topic for a year and reads all the available material on that. This year, it's design management and change that's caught his 
fancy. While most mornings are spent in meetings at Oberoi's Belvedere or Taj's Chambers, which double up as a second home, 
he likes to reach home by nine, to spend evenings with wife Sangeeta, who runs a wedding decorations boutique, and daughters 
Ashni (19) and Avni (14). Apart from a few childhood friends, Biyani nowadays spends most of his time with real estate developers 
like Atul Ruia of Phoenix Mills or Pia Singh of DLF. The two Hindi movies he's produced may have bombed at the box office, 
but he still rates cinema as the best form of creative expression. 
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Biyani's A-Team 


ODAY "М LOOKING FOR PEOPLE WHO CAN CONTROL ME,” SAYS 

Kishore Biyani. These are strange times at Pantaloon. 
For someone who's publicly stated that he lays little store 
by an MBA degree, five IIM graduates (no less) have 
come aboard recently. As have 52 assorted MBAs and 36 
chartered accountants. Over the next 15 months, employee 
Strength at Pantaloon shall double to 14,000. Pantaloon’s 
entrepreneurial energy, street smarts and can-do attitude is 
clearly being supplemented with more formalised skills 
and learnings. Heading Biyani's professional line up is 
Chief Operating Officer Ved Prakash Arya, the 35-year- 
old former head of retail house Globus, who came aboard 
a year back. C.P. Toshniwal is an old Biyani hand and bears 
the critical designation of Head (Corporate Planning). 
Supplementing Toshniwal's analytical and logistical prowess 
is Sanjeev Agrawal, Head (Marketing), who has 14 years of 
experience in FMCG biggies like P&G and HLL. Bina 
Mirchandani, an MBA from Jamnalal Bajaj, is Category 
Manager-Pantaloon and, with over 25 years of experience 
in merchandising, is responsible for apparel procurements, 
as is Rajan Malhotra who heads the same function for Big 
Bazaar. Chinar Deshpande, the 36-year-old Chief Information 
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The man and his men: Biyani with COO Ved Prakash 
Arya (second from left, rear) and other key executives 


Officer whose 14-year stint includes assignments in the US, 
is responsible for automating the entire value chain as effi- 
ciently as possible. Then, there's Rakesh Mittal, who heads 
manufacturing, while Hans Udeshi heads general mer- 
chandise at Big Bazaar. Swelling the ranks are FMCG 
veterans like Damodar Mall, a former business head at HLL's 
Sangam Direct, who joined as President (Foods) a few 
days ago. Representing the family are elder brother Vijay who 
handles banking relations, and Anil who looks after pro- 
duction. Cousin Rakesh is in charge of Central and brand 
relations while another cousin Sunil handles production. 


in the Middle East, it straddles a 
product portfolio ranging from 
clothing and footwear to house 
wares and accessories. Often said to 
have a format closest to Pantaloon, 
its Baby Shop and HomeCare con- 
cepts hold tremendous potential. 
While predominantly in South 
India, RPG Retail’s FoodWorld has a 
good grip on the large format food 
and grocery retailing. However, it 
does not see itself taking on 
Pantaloon headlong. Says Raghu 
Pillai, President and Chief Executive, 
RPG Retail: “Our strategy is to look 
at higher share in the total grocery 
spending of the consumer, whereas 
Big Bazaar with its portfolio of busi- 
nesses is aiming at the share of the 
wallet.” Westside, promoted by the 
Tata Group company Trent, is a 
competitor too. With a successful 
mix of private labels and national 
brands, Trent is said to have one of 
the best operating margins in the 
lifestyle segment. 


Retailers, especially in a price- 
sensitive market like India, make 
money from making the supply 
chain more efficient. Through a 
combination of cutting costs and 
sweating assets, it’s possible, say 
industry experts, to improve the 
return on capital (ROC) by 10-12 
per cent, which for an efficient 
retailer should be 30-40 per cent. 
Thus optimum inventory stock, 
maximising realisations per square 
feet, identifying products with high- 
est margins, and ensuring depth 
and width of products is the name 
of the game. Says Ireena Vittal, 
Partner, McKinsey: “Retailers need 
to not only understand and roll 
out successful formats, but also 
constantly replenish them with 
newer formats." 

In other words, there’s much 
more to retail than piling them 
high and selling them cheap. To be 
successful, retailers will need to 
renew formats quickly, as formats 


that earlier lasted, say, 10-12 years, 
today burn out in three to four. 
Here Biyani will need to be on 
his toes. But as global experience 
in the industry shows, it’s often 
easier to get a format wrong than 
right. There are inherent risks to 
building a super-sized retail 
empire. The retailer must learn to 
strike a balance between 
economies of scale and regional 
(even store-wise) disparities. In 
addition, when retailers ramp up 
in anticipation of a consumer 
boom like what India is currently 
experiencing (see I'l] Take Two, 
page 80), they must know how to 
manage when there’s a downturn. 
That’s what differentiates a Wal- 
Mart from a Kmart. At the moment, 
though, the only risk Biyani’s 
Pantaloon seems to run is of grow- 
ing too fast, too soon. @ 
ADDITIONAL REPORTING BY NITYA 
VARADARAJAN IN CHENNAI AND 
E. KUMAR SHARMA IN HYDERABAD 


MARCH 13 2005 BUSINESS TODAY 59 





"We Are In The 


“Restraint,” says Mani Shankar Aiyar, 
task the Minister of Petroleum and Natural Gas 
with the challenge of reversing India’s rising energy insec 


“is not a word generally associated with me.” Given the 
has at hand, that’s probably not a handicap. Faced 
urity (the country’s dependence on pet- 


roleum imports has risen from 30 per cent to 70 per cent of its demand since the early 1990s, 


and is set to rise further in future), Aiyar 
ters across the globe to secure n 
to Houston and Calgary, the min 


has been rubbing shoulders with investors and minis- 
ew oil and gas for India. On one such mission from New Delhi 
ister explained to Rohit Saran what he is doing to ensure that 


his new Great Game doesn't turn out to be a pipe dream. Excerpts from a two-hour interview: 


HY SHOULD AN INVES- 
tor put his money 
to explore in a coun- 
try that has just 0.5 
per cent of the 

proven global oil reserves? 

Our prognosticated (not proven) 
reserves are 30 billion tonnes of 
oil and oil equivalent. We have 
explored only 18 per cent of that. 
The remaining 82 per cent is up for 
grabs. The recent oil and gas finds 
have proven how lucrative it could 
be to explore in India. The disco- 
veries by Cairns of UK and Niko 
of Canada are dream stories. The 
two companies’ market capitalisa- 
tions went up by five to 10 times on 
the back of India discoveries. 

We have acquired oil and gas 
fields all the way from Sakhalin in 
Russia to Ecuador. That demons- 
trates our quest for energy. Since 
there are American foreign policy 
concerns in many of these places, it 
arouses their interest. The fact that 
we are open to anybody coming 
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to India and we are open to going 
anywhere in the world has also 
pushed us up into the global league. 
The first-ever conclave of Asian oil 
ministers in January this year has 
made the world sit up and wonder 
why major oil suppliers and buyers 
have met, of all places, in Delhi. 
Our proposed pipeline deal with 
Iran... agreed pipeline deal between 
Myanmar, Bangladesh and India... 
and the possibility of cooperation— 
rather than competition—with 
China in the global quest for oil... 
all these developments have 
increased our profile so much that 
investors are interested in at least 
listening to us. 


You have been talking of the possible 
huge reserves of 300 million-year-old oil 
in India, whereas more than 90 per 
cent of the oil we currently produce are 
60 million years old... 

I was told by an ONGC geologist of 
the huge potential of oil lying under 
the Deccan Trap (a thick layer of 


volcanic rock). ONGC offered it as 
an excuse for its inability to explore 
this possibly huge, but difficult to 
reach, reserves. І seized upon it as 
an opportunity and have been 
talking of the need to go for this oil 
to investors all over India and all 
over the world. 


Why do you expect private investors to 
go for this, more risky, exploration 
when ONGC couldn't? 

ONGC's unique strength is its vast 
knowledge of Indian basins and 
hydrocarbon. What it needs is fresh 
ideas and technology from abroad 
so that it doesn’t have to reinvent 
the technology wheel. So, though I 
do need money from abroad, that 
is not my main motivation. What I 
am mostly looking for from foreign 
companies is technology and entre- 
preneurship. I want to marry the 
youthful dynamism and innova- 
tive thinking of foreign companies 
with the wisdom and experience of 
ONGC. We have had such a very 


-— 
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successful joint venture between 
Cairns and ONGC. 


Isn't the fact that we have explored only 
18 per cent of our hydrocarbon reserves 
so far inexplicable? 

We have 26 sedimentary basins, 
which in absolute terms is huge. 
But ONGC, far from being a failed 
company, is a company with lots of 
potential. | want ONGC to focus on 
ItS core competence. Instead of 
trying to make up its perceived 
losses in exploration by opening 
up petrol pumps—and worse, fer- 
tiliser plants and power plants—I 
want ONGC to prove to me that its 
spending on exploration has 
reached optimal level and the next 
rupee spent would be a waste. 


Among the current global hot spots 
for oil, where does India stand? 
We can't compete with countries 
that are proven to be oil rich and 
where there is no serious American 
foreign policy problem. We need to 
acquire oil and gas fields abroad 
that are economically and politi- 
cally accessible to us. 


Which is what ONGC Videsh Limited 
(OVL) is doing? 

I think the Ov is most inadequate. 
It is a 100 per cent subsidiary of 
ONGC and does not even have a 
chairman. We need an external 
arm of the entire Indian public sec- 
tor oil industry. If we can have an 
overseas Indian company that 
draws on the strength of the entire 
petroleum public sector, that com- 
pany will be 34th in the Fortune 
500 list. Imagine the money we 
can raise—to explore in India and 
acquire. properties abroad—if a 
company of that size is listed on 
the New York Stock Exchange. 


Are you considering a vertical integra- 
tion of oil PSUs? 

I have no views on the matter. Not 
because I couldn't, but because | 
think as a minister 1 must seek all 





the advice before taking a decision. 
| have worked up as many as nine 
options and have constituted an 
advisory committee on Synergy In 
Energy. It’s for them to evaluate 
the options and give me pluses and 
minuses. I do want to end the des- 
tructive internecine competition 
between PSUs. I want to prevent 
personal rivalries from becoming 
commercial rivalries. | want the 
individual strength of each com- 
pany to be leveraged for the col- 
lective strength of the public sector. 


But you would like to have a public 
sector? 

As far as | am concerned, not one 
share of the public sector should be 
privatised. Forget 49 per cent, not 
one share. So I have no objection to 
private or foreign competition, but 
I want that competition to be fur- 
‘ther enhanced by having a strong 
public sector. 


Where does Administrative Price 
Mechanism (APM) phase out stand? 

APM was never implemented. All 
changes done in the petroleum prices 
between 2002 and 2004 were done 
in consultation with the ministry. If 
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you notice, in all Parliamentary ques- 
tions 1 have changed Ram Naik's 
(Aiyar's predecessor in the ministry) 
expression of “after the dismantling 
of APM on April 1, 2002” to “after 
the announcement of dismantling 
the APM on April 1, 2002”. 


So is it goodbye to price decontrol in 
the petroleum sector? 

There will have to be a new price 
policy. It will come when there is 
greater price stability in the global 
oil market. 


How soon will we have a petroleum 
regulatory body? 

We are ready with the draft regu- 
latory bill, which should be cleared 
in the budget session of parlia- 
ment. But that deals only with the 
downstream sector. We don’t need 
an upstream regulatory body as 
long as we have the system of pro- 
duction sharing contracts. We may 
need it if and when we ever go in 
for open acreage. 


People call you Left of Centre... 
I am Left of Centre. I am (an) 
unchanged, unrepentant, unrecons- 
tructed Nehruvian socialist... 





So how come you are pleading for 
investment in the heart of western 
capitalism? 
You must compliment the genius of 
Dr. Manmohan Singh (the Prime 
Minister) in putting the most Leftist 
member of the cabinet in charge 
of the most liberalised and globa- 
lised sector of the Indian economy. 
He had me effectively shut up. 
Besides, as a Nehruvian socialist, 
as distinct from being just a socialist, 
I look upon the world with clear 
and friendly eyes. I have no inhibi- 
tions about dealing with investors as 
long as it is on our terms. These 
terms are music to their ears, but 
they have been put not because it 
suits their interest but because it 
suits our interests. 


Would you admit that being in the 
government has changed you? 

I had thought petroleum and natu- 
ral gas is the most boring ministry 
one can possibly have. But it has 
been a terrific learning experience. 
Now I am almost as impassioned 
about energy security as | have 
always been about panchayati raj. It 
has given me a greater under- 
standing of the markets. 


SIR Ee seals, Ё РРР 
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bt strategy 


If the HLL Chairman has been 
rewarded with an elevation to 
the Unilever Executive, it’s 
because he’s followed the 
Anglo-Dutch parent’s strategy 
to a T. That it hasn’t yet worked 
for HLL doesn’t matter really. It 
hasn't for Unilever, either . 

BY BRIAN CARVALHO 


Banga's Big 


Congratulations, Sir, on your ele- 
vation to the Unilever Executive 
Team... Er, sir, even as almost every 
other player in the FMCG industry 
bas registered growth, Hindustan 
Lever's topline is flat yet again... 


HESE AREN'T THE EXACT 
words of one of the 
many sagely-faced 
analysts congregated 
at the Ball Room of 
Mumbai's Taj Mahal Hotel last 
fortnight, but that compliment- 
fronted pithy comment pretty 
much sums up the paradox rever- 
berating in the heads of the equity 





researchers (and journos) gathered 
to face the 2004 results of fast- 
moving consumer goods (FMCG) 
goliath Hindustan Lever Ltd. (HLL) 
for 2004. For four years now, HLL’s 
topline has stagnated. For 2004, 
profits are down 32 per cent, and 


value market shares in some crucial 
categories like toilet soaps, deter- 
gent cakes, washing powder and 
shampoos have slipped a notch or 
two over the past couple of years. 
Manvinder Singh Banga, who took 
over as HLL Chairman in 2000, is 
now headed to the Unilever head- 
quarters come April, where, as 
President of the Euro 42-billion 
(Rs 2,39,400-crore) FMCG giant's 
food business, he will be a key 
mover on the newly-formed eight- 
member Executive Team. 

This isn't the first time that 
Unilever has showered such seem- 
ingly over-abundant benevolence 


„.. WHICH 15 WHY UNILEVER 
IS TRYING SOMETHING ELSE... 


€ A Group CEO leading a single top 
Executive Team—into which Foods 
and HPC are integrated—will, hopes 
Unilever, result in single-point 
responsibility, faster decision making, 


THE PATH TO GROWTH STRATEGY HASN'T 


WORKED WELL FOR UNILEVER AND HLL... 





€ Against targeted 5-6 per cent growth, Unilever grew just 
0.9 per cent in 2004 and 3.6 per cent in 2000-04 

€ HLL's topline has stagnated in the 2001-04 period, 
shareholder wealth has been eroded, and for 2004 
profits are down 32 per cent clear accountability for delivery, and 

€ Like Unilever (which rationalised its brand portfolio from leadership close to the consumer 
1,600 to 400 brand names), HLL, too, has been putting all | @ Sustain aggressive pricing, and higher 
its might behind its power brands, but growth hasn't advertising and promotion spend, which 


been uniform will call for accelerating savings to fund 
@ Unilever feels it got boxed in by too many targets the additional investment 
and, like HLL, has not been able to extract the full @ Use the entire portfolio of brands to 
Р potential of its portfolio and has been plagued by cover different price positions and 
| inconsistent execution.... different consumer segments 
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Coming Of Age 

Needless to say, there are vital les- 
sons that the vcs have learnt over 
the last five years. “One lesson is, 
invest in market leaders,” notes 
Ajay Relan, Managing Director of 
сус, which invested in 30 com- 
panies in the last nine years with its 
fair share of write-offs. But its 
more recent investments in i-flex, 
Polaris, Progeon and Daksh 
eServices (sold last year to IBM) 
explain the shift. If CVCI can’t invest 
in market leaders, it will look for 
them in niches. Any misgivings 
that Relan may have had over his 
initial investments are long gone. 
cvcr’s India investments of $300 
million (Rs 1,320 crore) are now 
worth $1.1 billion (Rs 4,840 
crore), translating into an IRR of 35 
per cent. Says Rajiv Memani, 
Country Managing Partner, Ernst 
& Young, who has worked closely 
with many of the investors: “The 
quality of investment has been 
good in recent years. So when it 
took five years to exit earlier, it’s 
not more than three now.” 

On the whole, though, vcs 
have learnt to be a lot more focus- 
sed, but flexible. Like in mature 
markets, there’s a VC caste system 
emerging, with small funds like 
оті Venture Funds and sIDBI 
Venture Capital still open to fun- 
ding startups, but those at the top 
of the food chain—Warburg and 
Temasek, for instance—are doing 
deals upwards of $50 million (Rs 
220 crore). Besides, vcs are deve- 
loping a taste for publicly-listed 
companies and buyouts (see VCs 
Get Smarter). Says Gaurav Dalmia, 
an investor in GW Capital and 
Infinity Ventures: “The Indian pri- 
vate equity community has grown 
25 years older in just the last five." 

What does a maturer industry 
with increasing exit options mean? 
More confidence in the system and, 
hence, more investments. Last year, 
as several firms were getting out 
of their investments, they were also 


72 BUSINESS TODAY MARCH 13 2005 





TOP IPO EXITS - 2004 












Ranked by amount raised 


TOP M&A EXITS - 2004 






























Ranked by deal size 


raising new funds to invest (as we 
predicted in The Year Of The VC, Br, 
February 1, 2004 issue), but this 
time with a sharper focus on the 
sectors and the size of deals. For 
instance, in 2004 alone, private 
equity funds worth $1.3 billion 
(Rs 5,720 crore) flowed into India 
(minus the $500 million, Rs 2,200 
crore, GECIS deal). This is almost 
double the $770 million (Rs 3,388 
crore) that came in the previous 
year. According to Vishal Nevatia, 
CEO of GW Capital in India, it's 
likely to grow by 25-50 per cent in 
the next two to three years. "There 
is a tsunami of capital pouring in," 
says Karam Butalia, MD and Global 
Head, Stanchart Private Equity, 
“buoyed by the spate of exits.” 
Believe it or not, early stage 
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investing may also come back into 
fashion, as more and more Silicon 
Valley investors jump on to the 
India bandwagon. According to 
Ranu Vohra, co-founder, Avendus 
Advisors, there is a major supply of 
money coming in the $10-million 
(Rs 44-crore) and below category. 
“In every segment of the vc and 
private equity market, there is 
action,” says Vohra. While that 
may be terrific news for entrepre- 
neurs, for vcs it could be a night- 
mare. With more money chasing 
just a handful of good deals, vcs 
will be hard-pressed to strike the 
kind of bargains they have in the 
past. Ergo, the industry will need to 
recalibrate its expectations. But don’t 
expect any VC to lose heart over it. 
The bet is still on India. ` W 
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DAVID BELL/ CO-CHAIRMAN/ INTERPUBLIC GROUP 


HESE HAVEN'T BEEN THE 
best of times for the $5.8- 
billion (Rs 25,520-crore) 
Interpublic Group, the 
New York-based adverti- 
sing conglomerate, which bas four 
operating divisions comprising 
McCann-Erickson WorldGroup, FCB 
Group, the Partnership, and the 
Constituency Management Group. 
Last October, its Universal McCann 
lost a significant part of the $1.5-bil- 
lion (Rs 6,600-crore) Nestlé account 
to Group М (of rival wer) and 
ZenithOptiMedia (of Publicis 
Groupe), and barely three weeks 
later, the $1.25-billion (Rs 5,500- 
crore) Unilever account was snatched 
away by wep. Rattled by the loss of 
two top-drawer accounts (Inter- 
public’s Initiative Media had handled 
Unilever for 15 years), Interpublic’s 
board announced changes in 
top management responsibilities 
around the middle of this January. ` 
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Chairman Michael Roth assumed 
the additional role of CEO from 
David Bell, who was redesignated 
Co-chairman and given the twin 
responsibilities of building on key 
customer relationships and pushing 
organic growth. Recently in India, 
Bell, 61, a self-confessed Indophile, 
spoke to BT's Abir Pal on the issues 
facing Interpublic and plans for 
India, Excerpts: 


What brings you to India this time— 
your 10th visit? 

A lot of things. Fm an Indophile. I 
like the people, the energy, the 
entrepreneurial spirit, the pace of 
change... this is a place where crea- 
tivity happens. But what I’ve seen 


recently is that we're about to capi- 


talise on the promise that’s been 
talked about for 10 years now. In 
the beginning, it was a lot of talk, a 
lot of excitement. Then there was 
a gold rush, with everybody rushing 





in. But now it feels like it’s real 
and ready to take off. Interpublic in 
India has some great groups—rFCB: 
Ulka, McCann-Erickson and 
Lintas. All of them have great abi- 
lity to deliver holistic marketing 
and entrepreneurial energy. The 
reason 1 am here is to bring the 
family together; to talk about how 
to gain disproportionate share as 
we go forward. 


How have you seen the Indian adver- 
tising space change over the years? 
First of all, the India creative scene 
has come a long way. I think there 
are much more ideas in the com- 
mercials, in addition to the informa- 
tion. I think the art direction has 
gone up. In terms of the creation, 
there's much more ideation around 
holistic marketing today than there 
was earlier. 1 think that only por- 
tends well for Indian businesses as 
they experience growth. 


Ag SH 





As far as the global advertising market 
goes, what's your forecast for 2005? 
After a couple of very rough years, has 
the much-awaited turnaround on 
Madison Avenue begun? 

Well, we certainly see some buo 
yancy that we hadn't seen for quite 
a number of years. One of the 
things that has delayed the turn- 
around globally is what I would 
describe as media chaos. Chaos in 
terms of the number of new choices, 
the number of new media, and the 
lack of certainty in terms of some 
clients, i.e. where to put the bets. 1 
think that's beginning to sort; the 
media are beginning to find their 
place coming out of a slow period, 
and I think we will see some pickup. 
Whether 2005 has it or whether 
that needs to go into 2006 remains to 
be seen, but it certainly is better than 
what we've seen in the last few vears. 


Moving on to your group specifically, 
you were brought in two years back to 
turn around Interpublic. How do you 
view the progress? 

Good. We had said that the turn- 
around would take 24-36 months 
because there were a number of 
issues. The two metrics that we said 
would tell you when the turnaround 
was complete were: a) return Inter 

public to peer group operating mar 

gins and b) peer group organic 
growth. That's part of what the 
turnaround involved—retroactively 
putting in place an infrastructure 
that would allow us to be stream- 
lined, and controls that a modern 
multinational should have. We were 
also in the process of changing from 
an acquisition culture to an organic 
growth culture. On the organic 
growth front, we've put in place a 
number of things that have helped 
us. When we started focussing on 
organic growth, we were at -6.5 
per cent (organic growth); last quar 
ter we were 1.8 per cent. We're 
beginning to close the delta on our 
competitors. On the margin front, 
there are four large initiatives that 
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are underway that will help restore 
those margins. In the second half of 
our turnover, our focus obviously 
will be on growth. That’s what 
brings me to India. 


Looking back, what went wrong and 
what are the learnings that will influence 
Interpublic's future strategies? 
Interpublic, as you know, was the 
leader for a very long time. The 
issue that we faced in the turn- 
around is several-fold. One, the 
company made 300 acquisitions in 
the late 90's. This outstripped the 
infrastructure. We had an 
acquisition culture and not enough 
organic growth. We are shifting 
from that kind of culture to a cul- 
ture where the businesses are 
fiercely independent and strong. 
That said, companies within our 
family are also fiercely interdepen- 
dent when it makes sense for 
growth and major clients. So, we 
had a lot of silos, and where we 
want to go now is to have very, 
very strong brands and the ability as 
a whole to move together when it 
makes sense to move together. 


How important are Asian markets and 
specifically India in your global scheme 
of things, and what are your plans for 
growth in these markets? 

Well, the Goldman Sachs report 
on BRIC markets has raised every- 
body's attention, though we were 
always focussed on the opportu- 
nity in India long before that. I 
believe that India will gain dispro- 
portionately because it is a know- 
ledge-based society. It has the 
advantage of having English being 
spoken and also the advantage of 
being a democracy. But there are 
two other parts to the heritage that 
we believe will contribute strongly 
to its growth. The fact that it has a 
strong history of scientific base, but 
it also has the creation. There is a 
very strong and robust Bollywood. 
I mean, the entertainment indus- 
try and our industry are partners; 
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“We had a lot 
of silos, but 
now we want to 
have strong 
brands and the 
ability to move 
together” 





they go together and I believe that 
the creative excellence of India will 
continue to soar. 


Talking specifically of India, many say 
that compared to the other interna- 
tional communication powerhouses 
such as WPP, Interpublic still lacks a 
focussed and aggressive strategy for 
developing markets. 

I think that your statement would be 
accurate. But no one can deny that 
our three groups individually have 
been extraordinarily aggressive. So 
if the question is, has Interpublic 
as a group been aggressive, then 
yes, our groups have been. But has 
Interpublic itself been visible and 
touting its aggressiveness, then no. 
Having said that if you look at what 
has transpired in our three groups in 


India, each one of them in their 
own way has been extraordinarily 
aggressive on all fronts. 


No, by aggression, | primarily meant 
successfully capturing market share. 
WPP has close to 50 per cent, whereas 
yours is around 18-20 per cent. 

We start from a great position, 
and our focus is on how to build 
that—the investments that we 
would need to make. We've sig- 
nalled India as one of the bets for 
the future. We have put in place 
Steven Gatfield who's an execu- 
tive VP and already been here three 
times in the last three months. 


As far as acquisitions in India go, are 
you close to finalising any deals? Alter- 
natively, what kind of agency pedigree 
and size would interest IPG? 

Well, we have three very strong 
brands. We don't discuss our plans 
publicly except to say that India is a 
focus market for us and we discuss 
all kinds of things to get us the kind 
of share of place we want. If there 
are opportunities that we see adding 
strength to the group, we certainly 
would consider it. 


Do you have any plans of consolidating 
your “media” operations under one arm 
like WPP has with Group M? 

We've said that globally our stra- 
tegy is to have two strong media 
brands. In this market we have 
more and will probably continue 
to have more. But to have group 
oversight and combination, that's 
a logical step we're taking. We're 
taking it in all kinds of places all 
over the world. But we will always 
have two global brands. We can 
have more in individual markets 


like India. 


It is widely acknowledged that Indian 
advertising is gradually coming into 
its own. Is this new-found confidence 
and originality sufficient to become a 
global player? 

In many ways Indian agencies have 
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the ability to become very strong 
centres of excellence for sure. 1 
think some of the early showings, in 
some of the global award forums, 
point to the incredible lift that's 
occurred in Indian advertising. My 
belief is that Indian agencies will 
be able to be strong partners for 
Indian businesses, as Indian busi- 
nesses seek to go outside. 


Can creative outsourcing emulate the 
outsourcing success India has had with 
IT, considering that much of good adver- 
tising is grounded in cultural nuances, 
which often cannot be duplicated across 
geographies? 

There are certain aspects of the 
production process and other things 
that have outsourcing possibility. 
Outsourcing is a word I hate. The 
word I like is centres of excellence 
that are shared because it’s a very 
different concept. I am not sure if 
creative per se can be outsourced, 
but you can focus on places that 
have great ability and great capacity 
and use it more broadly than the 
local market. 


Given the bias towards "integrated 
agencies", is the time right for another 
round of global consolidation, with 
the Big Five or Six getting bigger? 
Anybody that has bet against con- 
tinued consolidation in the last 30 
years has made a very bad bet, and 
| think that the exact thing is true 
for the future. I think rather than 
integrated agencies per se, | would 
prefer to say that every agency 
brand will need to deliver a holistic 
offering and they can do it in lots 
of different ways. They can do it 
within their own group, they can 
do it within the Interpublic family, 
and they can be a stand-alone fully- 
integrated agency. There are dif- 
ferent models for doing it, but 
every group needs to have the abi- 
lity to do it. Fortunately, all three 
of ours in India do. 


As far as holding companies go, there 
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“Globally our 
strategy IS to 
have two strong 
media brands. 
We can have 
more in markets 
like India” 





is the WPP way, where the identities 
of individual companies are over- 
shadowed by the holding company, 
and the Omnicomm way, where they 
say that the role of the holding com- 
pany is only to make individual agen- 
cies stronger. Which model does IPG 
subscribe to? 

Good question. We believe in a 
great balance between states’ rights 
and federal rights. We believe in 
the strength and power of the indi- 
vidual brands as primary service 
deliverers. Certainly there has been 
the advent of the holding company 
as a facilitator or parent that 
can orchestrate things for major 
clients. If we had to take these two 
extremes, then we sit right square in 
the middle, where we think the 
sweet spot is. 


Global advertising has been going 
through a lot of changes... the rising 
share of marketing services, the coming 
of the internet, below-the-line, as 
opposed to traditional, advertising, 
fragmentation of media... What fur- 
ther trends do you see? 

One major trend is the move away 
from sovereignty in every single 
company in marketing and inno- 
vation towards centres of excel- 
lence. The major infrastructures 
that clients could once hold are 
no longer efficient or affordable. 
So, there will be centres of excel- 
lence in major multinational com- 
panies moving forward, and the 
agency partners will move in the 
same direction. The shift in balance 
of power where advertising always 
takes the lead and non-traditional 
services follow, will shift in more 
and more instances. That’s a major 
shift in the business and a major 
outcome of the holistic planning 
and thinking. The balance of 
power is growing in the East com- 
pared to the West because of the 
size of the growth and the size of 
the opportunity. The other trend 
certainly is that in the not too dis- 
tant future, there will be export 
brands in growth markets like India 
and China. 


Today most creative outfits globally 
are under the umbrella of large global 
corporations run by non-creative types, 
bean counters, if you will. What impact 
is that having on the quality of creativity 
and advertising? 

1 don't think it has changed the 
face of creativity and advertising at 
all. This is a business that was, is, 
and always will be about clients. 
Agency groups that are public 
market groups have responsibili- 
ties to shareholders. But the crea- 
tion is done by teams of people 
and the creation is done by people 
working within brands and if 
those are strong, then who's at 
the top of the agency need not 
make a difference. 3 
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RELIABLE, FAIL-PROOF AC MOTORS FOR STEEL INDUSTRY 


Technological leader. Powerful performer. Best 
service provider. Our AC motors have set standards 
others can only aspire to achieve. Like you have. 
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a billion 
hungry, 
starving peo- 
ple anymore,” 
says Captain G.R. Gopinath. He 
pauses for effect, smiles to let 
you know that the punchline is 
coming, and delivers it with the 
smugness that’s only natural in a 
man who launched India’s first 
discount airline Air Deccan (he is 
its Managing Director) 17 months 
back and proved cynics wrong 
with a business model that, well, 
flies. “We are a billion hungry 
consumers.” 

That original quote brings us 
to the original question: Is it boom- 
time? Or, actually, what charac- 
terises a consumption boom? Is it 
when factories start running out 
of capacities, companies scramble to 
expand, and jobs are aplenty? Is it 
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when consumer sentiment, already 
high, looks set to go higher? Is it 
when markets, across geographies 
and product categories, stop wor- 
rying about what the government is 
doing to make lives better, and 
grow, and grow? Or is it when 
marketers, always quick to con- 
gratulate themselves for excellent 
marketing strategies, admit in a 





rare moment of truth (brought 
about by happiness) that sales 
will continue to grow even 
should they stop all promo- 
tional activity? 

This writer is saved the 
trouble of picking from the 
alternatives: everything, you 
see, is happening all at once (see 


` Indians Are Buying More...). Its 


the season of plenty in all con- 
sumer markets in India, and every- 
one is invited to the party. "Sales 
have risen this year, despite no help 
from the government in terms of 
reducing the excise duty," says 
B. V.R. Subbu, President, Hyundai 
Motor India, with the fact that car 
sales crossed the million-units-a- 
year mark for the first time in 2004 
backing up his statement. An obvi- 
ously buoyant Motown has lined up 
a car launch every 10 days in 2005. 
“The mood is more upbeat,” adds 





Raghu Pillai, President (Retail). 1 
Group. “At some level, supply is 
creating its own demand.” 

With 50 malls up, and another 
250 set to mushroom across the 
country over the next three vears. 
the organised Rs 28,000-crore retail 
industry is growing at a scorching 
pace of 25 per cent and more; by 
2008, this, reckon experts, will be a 
Rs 1,00,000-crore industrv. Yet. 
high-street sales have not suffered. 
with Delhi's Connaught Place. 
Mumbai's Linking Road and 
Bangalore's Brigade Road thronging 
with shoppers, and not just those of 
the window variety. *I would say 
that the strong underlving buo 
yancy in the consumer market is 
lifting sales for everyone." admits 
Ajay Kaul, СЕО, Domino's India 

Should you care to listen (shop 
ping, after all, is a time-consuming 
activity), marketers will tell vou 
that the growth, for the first time 
ever, is secular, across regions and 
across cities of all sizes. “What’s 
remarkable is that virtually every 
state has come to the party,” says 
Atul Sobti, Executive Director. 
Hero Honda. “Right now. we can- 
not make enough motorcycles to 
meet demand.” This, when the 
company sells 230,000 motorcy 
cles every month. This time, goes 


the consensus, the growth is real 


An Ideal Recipe For Growth 

First, this boom is not hype-led, 
for marketing activities are merely 
following the boom, not causing 
it. “Over the past year, marketers 
have slowly realised that it is time t: 


Consumption paradise: From shoes 
tor kids to a second car, home loans 
to eating out, trips to the ATM t 

dulging that impulse or just hanging 
around burning some money at 
malls, Indians are doing more of 


everything. No one is complaining 


` Indians Are Buying More, 
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invest in the brand, once again, 
beyond promotional advertising," 
says L.V. Krishnan, Chief Executive 
of TAM, a media monitoring com- 
pany. Cautious marketers have first 
read the signs of growth in the mar- 
ket, and only then decided to invest 
either in upping capacity or in 
communicating more aggressively 
with consumers. 

They didn't start the fire, but 
they sure are fuelling it now. 
Everyone, from Hero Honda to 
Hyundai to LG to Samsung to even 
companies in the until-now-growth- 
anaemic Rs 48,000-crore fast 
moving consumer goods industry 
such as Hindustan Lever and 
Britannia, is engaged in capacity- 
expanding exercises. The past year 
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Figures in Rs crore 
Source: KSA Technopak 


has seen an average increase in the 
length of commercials from 21 
seconds to 23 seconds, across chan- 
nels and across categories (given 
that media rates are always on the 
up, that's a big deal). And as many 
as 33 new television channels were 
launched last year, in genres as 
varied as news, kids, lifestyle, reality, 
nature and history. Why, even the 
expansion-shy print media saw 
action, with newspaper groups 
reaching out and launching or plan- 
ning editions that will make them 
truly national in reach. 

Second, this boom has slowly 
crept up on us, and has been built 
brick-by-brick, not landed like 
manna from the heavens. “We as a 
country never had a prosperity plan 





CY: Calendar year 


but now, by sheer momentum of 
synchronous individual bits of 
action, we find ourselves in the 
middle of one,” says Santosh 
Desai, President, McCann 
Erickson. Irrational exuberance, 
this isn’t. “I have never felt this 
upbeat in the last 22 years I have 
worked in this country,” says Nitin 
Gupta, Country Manager, 
MasterCard. And even marketers 
in categories that are, well, not- 
so-hot, are looking happier. 
Consider the Rs 20,000-crore 
market for televisions, washing 
machines, refrigerators and air con- 
ditioners, which grew at about 6 
per cent in 2004 and saw price ero- 
sion across categories. “There is a 
new wave of change and everything 


Across Retail, Financial Services... 





^ 14 million Credit Cards & 30 million Debit Cards 
*Debit ATM Withdrawal Rs 80,960 crore, Point- 
2002-03 2003-04 of-Purchase Credit Cards Rs 18,040 crore, POP 
Figures are industry estimates Debit card Rs 2,200 crore 
in Rs crore Source: Industry estimates and VISA White Paper 


1,01,20! 


Travelling More... 





...Spends Are Up... 


AIR TRAVELLERS MOBILE SUBSCRIBERS PRIVATE FINAL CONSUMPTION EXPENDITURE 
15.1m 48 m ans 
13.9 m Food, Beverages & Tobacco 7,02,051 
128m x 
ЕН Clothing & Footwear 60,987 
25m Recreation, Education & 
i Culinary Services 30,522 
Н 1 117 m Personal Goods & Services 1,32,028 
Total 14,88,781 
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is moving well," says Ravinder 
Zutshi, Director Sales, Samsung 
India. Growth in this category is, at 
this point in time, characterised by 
islands of opulence such as the mar- 
kets for frost-free refrigerators, flat- 
and plasma-screen televisions, fully- 
automatic washing machines and 
the like, but marketers like Samsung 
expect the rest of the market to do 
well soon. “An EMr-led sales pitch, 
which most durable marketers have 
caught on to, will be a major trigger 


cy 2002 cy 2003 cy 2004 
Figures are industry estimates 


Figures in Rs crore 


for growth now on,” say Soumitra 
Ghatak, Head, Sales & Marketing, 
Godrej Appliances. “Today Barista 
as a brand is growing organically, 
and that says a lot,” says Brotin 
Banerjee, Chief Operating Officer, 
Barista Coffee Company, a 120- 
store chain. That says a lot, not just 
about the fortunes of the otherwise 
troubled pioneer of the coffee café 
culture in India, but also on the 
state of the consumer market in the 
country. At Barista, walk-ins are up 


_ “Sales have risen this year, despite no help from the 
BUR. Subbu/ President/ Hyundai Motor India 


...Even Consumer Products Are Doing Well. 


CONSUMER EXPENDABLES (FMCG) Volume Growth 


2004 (96) 
Toilet Soap -2.1 
Biscuit 9.9 
Washing Powder/Liquid 2.3 
Packaged Tea -0.9 
Refined Edible Oil 14.2 
Detergent Cake/Bar 2.5 
Toothpaste 7 
Skin Cream 5.3 
Vanaspati -3.5 
Batteries 16.3 


Source: ACNielsen India Retail Audit 
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1.3 = Colour TVs 9 
9.8 Flat Colour TVs 125 
2.1 ' ^ Refrigerators 6 

0 == Frost Free Refrigerators 33 

17.7 M Washing Machines 11 
= Fully-automatic Washers 48 
= С Mi 58 
28 Я) номае 
27 ogg; Hi-Fi Music Systems 51 
13.7 OO Mini Music Systems 51 


Source: ORG-GFK 





2003-04 


7,06,906 7,78,072 
70,405 77,764 
51,601 59,549 

1,54,919 1,76,365 

15,85,132 9 


| Value Growtt 
2004 


1 


83 






bt marketing 


20 per cent, and spends, by any- 
thing between seven and 10 per 
cent. Almost everyone else in the 
services business, hotels, restaurants 
and airlines, speaks of organic 
growth too, at rates exceeding 20 
per cent. “Even one-two years ago 
spending Rs 30 on a cup of coffee 
was a no-no. Today, Barista is not 
considered expensive,” adds 
Banerjee. Everything is within the 
Indian consumer's grasp now. 


The Basis Of It All 

With India’s top 2,046 companies, 
cutting across sectors, adding over 
74,075 new jobs in just three 
months, January to March 2005, 
according to a survey by Ma Foi, a 
Chennai-based staffing major, 
things are looking good on the 
jobs front as well. Employee stock 
options are back in fashion as 
talent retention becomes impera- 
tive in the face of a virtual business 
explosion. “The atmosphere at 
most companies is changing. 
Offices are becoming more relaxed 


DEEPAK G. PAWAR 





and employers have also started 
giving softer perks like funding 
children's education abroad and 
paid holidays," says Mohit Mohan, 
Vice President, Gilbert Tweed, a 
headhunting firm. Suddenly, the 
organisation seems to have become 
a friendlier face, with some even 
while throwing those gentle, 
no-poaching agreements between 
rival firms into the bin. *Emplo- 
yees come to us from anywhere; 
we believe in an individual's right 
to choice and livelihood,” says the 
communication head of a 
Mumbai-based major business 
process outsourcing (BPO) firm. “I 


been added to the upper middle class" 
V. Vaidyanathan/ Senior GM and Country Read (Retail Banking) ICICI Bank 


see the IT sector driving consumer 
confidence," adds Jerry Rao, 
Chairman and ceo, Mphasis. 
*Banks, for example, are giving 
out consumer loans more freely; 
the growth of rr means benefits 
are also percolating to smaller 
cities.” The man is right. The 40 
per cent growth in the Rs 1,40,000- 
crore consumer loan market for 
anything (from homes to audio sys- 
tems) comes largely from the new 
consumer. “Over the last five 
years, 20 million households have 
been added to the upper middle 
class, and they have been partly 
responsible for this growth," says 
V. Vaidyanathan, Senior GM and 
Country Head, Retail banking, 
icici Bank. For instance, almost 60 
per cent of the Rs 60,000-crore 
home loan market lies outside 


“We are not a billion hungry, starving people anymore. 


Captain G.R. Gopinath/ Managing Director Air Deccan 
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SANJAY PANDYA 


India’s top 10 cities. 

“Our growth has been fuelled 
by the middle class and we have 
gone about our business like a mass 
marketer with our average con- 
sumer spend at a mere Rs 20-25,” 
says Vikram Bakshi, Managing 
Director, McDonald’s India. In 
burger-speak, middle-class means 
anyone with a monthly income in 
excess of Rs 2,000. According to 
National Council of Applied 
Economic Research (NCAER), there 
are already over 50 million urban 
Indian households that fall into 
that category. In January 2005, 
McDonald’s 67 outlets in the coun- 
try sold 1.6 million burgers, 20 per 
cent over what it had done a year 
ago (which was a 40 per cent 
increase over the previous year). 
And that is just 1 per cent of the 
potential market. If things go well, 
imagine what awaits us... 

ADDITIONAL REPORTING BY 
KUSHAN MITRA, RAHUL 
SACHITANAND, AMANPREET 
SINGH, SUPRIYA SHRINATE, AND 
PRIYANKA SANGANI 
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OPEN UP 


to Avaya GlobalConnect 
INDIA'S NO.1 ENTERPRISE COMMUNICATION COMPANY 


Avaya GlobalConnect Limited is a leading 
enterprise converged communication solutions 
provider in India. We offer a comprehensive suite 
of converged solutions, contact center solutions 


and customer services. 


Offering technologically advanced, 
end-to-end converged business solutions for 
enterprises, Avaya GlobalConnect is aiming to 
become the most Customer Responsive 
organization. With over 500 professionals in 
more than 30 offices across the country, we are 
enabling Indian corporates leapfrog into a new 


era of communications. 


We are providing world-class service support 
through a remote maintenance integration (RMI) 
system and a world-class Customer Care Center 


to over 6,000 customers. 


Thought Leadership 
In today's highly competitive customer economy, every organization tries to define a clear value 





In order to provide the best-in-class converged 
communication products and solutions, 
Avaya GlobalConnect has partnered global 
technology leaders - Polycom, the world's leading 
video conferencing solutions provider; 
NICE Systems, the lsrael-based customer experience 
management specialist; LG, a global leader in 
EPABX and KTS products; Symon, a leading global 
provider of contact center, enterprise performance 
and productivity tools; Plantronics, the world's 
leading designer, manufacturer and marketer of 
lightweight communications headset products; 
G N Netcom, a leader in hands-free communication 
solutions and IEX, a Tekelec company and a 
leading provider of contact center workforce 


management solution. 


| proposition to its customers and deliver it effectively, The 'CEO Forum for Customer Responsiveness’ 
provides just the right platform to Indian CEOs where they can discuss and share how they are 
4 "walking the talk! towards increasing customer responsiveness. The Forum for Customer Responsiveness 
represents like-minded CEOs/COOs who believe in the value of customer responsiveness. 


it has enabled us to know the views of over 1,500 CEOs of reputed organizations on issues like 


pricing, product design, services and so on, during the round table discussions held 


in 2003-04. 
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_ Ihe Awarding уеш 


WE CONTINUE TO LEAD THE ENTERPRISE COMMUNICATIONS MARKET PLACE WITH 
LEADING MARKET SHARES IN CONTACT CENTERS AND DOMINATING MARKET SHARES 
IN ALL OTHER FOCUSSED AREAS OF BUSINESS INCLUDING IP TELEPHONY, VOICE 
SOLUTIONS AND VIDEO CONFERENCING SOLUTIONS. 


С According to the Frost & Sullivan Market Engineering Research for the Indian Interaction CRM 
Market and the Frost & Sullivan Market Engineering Research for the Indian Total Voice 
Equipment Market released in 2004 (base year 2003), Avaya GlobalConnect further 
consolidated its number one position for the fourth consecutive year in interaction CRM market, 
and for the second consecutive year in IP Telephony market. These awards are: 


* Frost & Sullivan Industry Leadership Award for Interaction CRM 
* Frost & Sullivan Industry Leadership Award for Enterprise Voice 
* Frost & Sullivan Market Leadership Award for PBX 


* Frost & Sullivan Market Leadership Award for IP Telephony 








e Frost & Sullivan Market Leadership Award for ACD 
e Frost & Sullivan Market Leadership Award for CTI Enabling Software 
e Frost & Sullivan Market Leadership Award for Call Monitoring Solutions 


FJ We were ranked as India's 16th fastest growing technology company in 2004 according to 
the 2003 Deloitte Touche Tohmatsu Asia Pacific Technology Fast 500. 


DP The prestigious 2003 Frost & Sullivan CEO of the Year in the Enterprise Communications 
segment has been awarded to Mr. Niru Mehta, Vice Chairman & Managing Director of Avaya 
GlobalConnect, for his efforts in establishing the erstwhile Tata Telecom as an "end-to-end 
converged communications solutions provider", and bringing the company to a position of 


leadership across a variety of markets in the Enterprise Communications segment. 
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‚ GlobalConnect's Predictive Dialing System (PDS) 
sing as a core technology engine in the communications 
«structure of countless leading Indian call center 
' anizations. The PDS has been particularly crucial to the 
owth and rapid expansion of PentaServ, an international 
all center, operating out of capital city, New Delhi, 


fhe customer 


PentaServ is an international outsourced call center that 
takes care of the collections activity for a well known and 
reputed customer in the U.S. Using its 300 seats capacity 
center, PentaServ is remotely providing customer services 
support to the U.S organization, accessing and leveraging 
the latter's communications infrastructure and operating 
as a truly virtual enterprise, 


The technology need 


PentaServ required a technology solution that would 
strengthen the CRM value proposition of these companies. 
PentaServ needed technology that would help it manage 
inbound and outbound customer interactions, utilizing the 
telephone, Internet voice chat (VolP), Internet text chat, 


e-mail or fax. 


"We needed technology that could enable our team of 
engineers to carry out customizations related fo call flows, 
agent screens, databases and reports. Something that 
would empower us to provide world-class services," 
commented Nalin Malhotra, CEO, PentaServ. 


The reasons for selecting Avaya 


"For us, it was important that the PDS offered high levels 
of accuracy in call classification, correctly identifying an 
answering machine, voice mail, a busy tone or various 
kinds of network congestion. It had to be a system that 
could accurately judge thot it was a human voice at the 
other end of the line and transfer the connection to the 
agent. The Avaya PDS was clearly better than some of the 
other systems available in the market in this regard," 
Nalin Malhotra added. 
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Contact Center - A Case Study 


According to PentaServ sources, the rate of accuracy of 
the Avaya PDS is in the range of 95 percent, much above 


the usual market average. 


On the stability front also, Avaya showed potential and 
scored better than other dialers. "We found the dialer 
highly reliable. Besides, when one of the dialers, which 
was under implementation at the U.S. end, faced some 
problems, Avaya quickly jumped in and resolved them 
immediately. This reassured us about Avaya's commilment 
levels and the fact that we were moking the right technology 


choice," he said. 


Another area where the Avaya PDS proved its worth was 
reporting. A number of useful reports were available from 
the Avaya PDS systems itself. PentaServ felt these systems 
generated reports (both real time and historical) that would 
ensure better, more educated decision making by the 
enhance its 


company's management, and 


customer responsiveness. 


The benefits achieved 


PentoServ believes it has achieved significant business 
advantages with the Avaya PDS on its side, and that most 
of these have translated into direct bottomline improvements. 
"We are making anywhere between 3.5-4 million calls a 
month. Accepting that the rale of accuracy provided by 
the Avaya PDS is over 95 percent plus, it certainly mokes 
a major difference to our costs. We save anywhere between 
US$9-10,000 on our telecom bill," Nalin Malhotra said. 


The fact that PentaServ is accessing multiple dialers has 
ensured that its services are "always on, always available 
fo customers," and that uptime stays at a very healthy 
99 percent at most times. Avaya PDS’ unique architecture, 
which enables PentaServ to remotely support customers 
based in the U.S., has also been а major benefit, 


Overall, PentaServ has been able to use the Avaya PDS to 


cut down on its own costs, optimize operations and directly 


impact the bottom lines of its overseas customers. Clearly, 


the Avaya PDS has proved to be a win-win proposition for 


both PentaServ and its customer organizations 




















What is an IP VPN? 


An IP VPN is an enterprise-scale or a dial-up connectivity 
deployed on a shared network infrastructure that uses 
IP-based technologies. It is formed by creating a virtual 
tunnel either on the public Internet or a shared network, 
through the use of a managed IP-based network, or by 
involving the use of both of these elements. IP VPNs provide 
Internet access to remote clients while the connection is 
securely tunneled into a corporate network. 


Why is an IP VPN virtual? 


A VPN is virtual because it does not require dedicated 
lines. It is private because it uses encryption algorithms, is 
transparent, and is nearly tamper-proof, A VPN is considered 
a network because it reaps the benefits of a shared 
IP network. In addition to security, a VPN provides quality 
of service and manageability of a private network using 
shared IP networks. An IP VPN allows remote employees 
to communicate with branch offices and external parties 
(e.g. extranets} between two end points, such as LANs 
and WANs. 


Key benefits of VPNs 


VPNs provide benefits in the form of productivity gains 
and competitive advantages. 


Lower capital and administrative costs are accomplished 
through elimination of long distance charges for dialing 


In today’s market, IP VPNs compete aggressively against other WAN options and as an effective alternative 
to private lines. They are second to dial-up modems as a way of remotely accessing the corporate LAN, 










Key Benefits 


directly into the corporate and government network, 
centralized policy-based administration, and rapid VPN 
deployment with end-user based hardware or software. 


Simplifying network administration ensures remote clients 
and firewalls are installed and configured properly and 
client hosts are protected against attacks that may use the 
VPN connection to access the corporate network - from a 
single point of administration. 


Performance has been dramatically improved; however it 
relies on packet size, encryption algorithm, number of 
concurrent connections, packet loss and operating system. 
Performance also depends on the size of CPU processors 
because security functions such as encryption are 
processor intensive. 


Scalability refers to the ability of IP VPNs to handle dramatic 
traffic fluctuations and add new users. An IP VPN server 
should provide a hardware upgrade path to increase 
capeacity and scalability. The placement of a VPN gateway 
in relation to firewalls, routers and extranet/Intranet 
connections, directly affects the level of scalability, 
manageability and security it offers. 


Rapid VPN deployment is reflected in companies choice 
IP VPN configuration. Many companies (35.6%) indicated 
end-user based VPN hardware or software was the most 
common configuration method. Other companies (23.7%) 
opted for carrier services running over the service provider's 


private IP backbone network. 


Ease of use associated with IP VPNs has prompted many 
companies to use do-it-yourself, in-house remote access 
solutions. Unlike frame relay networks, IP VPNs do not 
require administrators to define permanent virtual circuit 
mappings between each pair of networks. In addition, 
public key infrastructure (PKI) allows VPN managers to 
configure and manage IP VPN users from a single, 


centralized database. 
Applications of IP VPN 


Among the factors that companies should consider when 
choosing between an IP VPN and older WAN solutions 
are the primary function of the IP VPN and the number of 
company sites connected to the corporate backlog using 
IP VPN. Primary applications of the IP VPN include 
remote access, site-to-site connectivity and Extranet. 
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Pebble Beach, the No. 1 rated golf resort in the U.S., and 
one of the world's most famous golf courses, has a superior 
standard of customer service to uphold. This means having 
an advanced contact center system behind the scenes 
to handle and route calls quickly and manage guest 
information efficiently. 


With a complex and lengthy booking process that sometimes 
tested customers! patience, Pebble Beach asked Avaya to 
optimize its Resorts Reservations Contact Center. 


The problem 


With the high number of abandoned guest calls, it became 
clear to Pebble Beach that it needed a sophisticated contact 
center solution to handle its complex reservation process. 


The wait times for the next available agent were too long 
and the call menu options were difficult for most clients to 
understand. And since calls were not being routed effectively, 
qualified agents were sitting idle, while less experienced 
agents were handling calls - further lengthening the 
reservation process. Plus, the Resort reservations had no 
ability to track abandoned calls and determine the source 
(and cause) of business that was being lost. 


The solution 


Based on Pebble Beach's unique business needs, the Avaya 
Professional Services consulting team designed and 
integrated the optimum mix of Avaya Business Advocate's 
capabilities. The Avaya Business Advocate utilized caller 
segmentation and skills-based routing to help handle all 
incoming reservation calls, track customer information and 
ease call flow during peak periods. 


The solution components were: 


* Avaya MultiVintage™ Communications Applications 
featuring Avaya Communication Manager 
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Contact Centers - A Case Study 








Avaya Call Management System with Avaya Call 
Management System Supervisor 


Avaya Business Advocate 
* Avaya INTUITY™ AUDIX® (24 Ports) Messaging 


With the help of the Avaya implementation services team, 
the new solution was installed in the Resorts Reservations 
Contact Center in September 2001. 


The benefits 


In less than a month, Pebble Beach dramatically improved 
its call-handling capabilities to meet its goals for reducing 
dropped calls and cutting wait times. Now, the Avaya 
solution is enabling Pebble Beach to provide superior 
service to its guests at every point of contact, and to produce 
some new revenue opportunities. 


Pebble Beach achieved the following with the 
help of Avaya: 


1. Increased number of calls answered in under one minute 
to 95% to reduce guest waiting time. 


2. Assigned more experienced agents to complex bookings 
to speed up the reservation process. 


3. Handled peak period calls more effectively; and 


4. Avoided abandoned calls by 100% 
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India’s 
Fastest 
Growing 
Large, 
ompanies 


Companies with 
revenues exceeding 
Rs 1,000 crore that 

grew the fastest 

in 2004. 





The Merchant 
Of Speed 


Wipro’s prudence and its emphasis on verticals 
make it unique among Indian IT services firms. 


IRST THINGS FIRST: WIPRO RANKS NINTH AMONG INDI A'S 
fastest growing large companies; its arch rival 
Infosys Technologies comes in at #21. The fact that 
Wipro grew faster (by this magazine's measure of fast 
growth, see page 118) should surprise most people. One 
reason for that. surprise is the fact that almost a quarter 
of Wipro's revenues comes from its hardware and soft- 
ware-in-parts (West Asia and India) division Wipro 
Infotech, and its consumer care and lighting businesses. 
Although the company is quick to point out that these 
businesses are not laggards—for instance, Wipro Infotech 
grew revenues by 45 per cent and operating profit by 69 
per cent in the nine months ended December 31, 2004, 
as compared to the corresponding period last year— 
the base effect makes the impact of these growth per- 
centages negligible. So, how did Wipro do it? Well, 
one touchy-feely not-backed-by-numbers explanation is 
that the company's verticalised strategy (it is in more ver- 
ticals than any other Indian software firm) is beginning to 
pay off. “Wipro has managed to positively project the 
length and breadth of its services offerings," says Partha 
lyengar, Vice President, Gartner, an П research firm. 
Another, more grounded in numbers, one is that the 
company has achieved its growth more profitably than its 
peers (although the base effect, in terms of lower profi- 
tability to start with could play a hand here too). For ins- 
tance, although Wipro’s average growth in calendar year 
2004, at 43.6 per cent, is not very different from Infosys’ 
at 40.17 per cent, its average growth in operating profit 
in the same period is, at 54.95 per cent, significantly higher 

than Infosys’ 35.47 per cent. There you have it. 
RAHUL SACHITANAND 


Always Respected; 


Gujarat Ambuja rides the cement upturn to 


NALYSTS HAVE ALWAYS ADMIRED СЕ MENT MAJOR 
Gujarat Ambuja. “I like Gujarat Ambuja because of 
its good management,” says P. Ravishankar, Vice 
President, ICICI Securities. “Gujarat Ambuja is the most 
efficient cement player,” adds Nilesh Shetty, Analyst, 
Pranav Securities. Therefore, it is only natural that the 
company benefit from the current upturn in the cement 
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e Gujarat Ambuja Cements 


Can you see the money? Gujarat Ambuja 
plans to double capacity to 24 million tor 
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Wipro's Chairman Azim Premji: After a few bad quarters, Wipro's 
presence in many verticals is now beginning to pay off 


Now Fast Too 


become one of India's fastest growing companies. 


cycle to emerge one of India's fastest growing companies this year. 
Anil Singhvi, Executive Director, Gujarat Ambuja, is confident of 
maintaining this high growth trajectory: "Gujarat Ambuja has a tra- 
dition of growing well above the industry average, so we should 
be able to show an average volume growth of around 15-20 per 
cent in the years to come," he says. To achieve this, the company 
plans to increase capacity from the existing level of 12.86 million 
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tonnes to around 23-24 MT in the next five to seven 
years. “This will be done through organic (increase in 
capacities at existing plants) as well as inorganic 
growth,” says Singhvi. Growth means money, espe- 
cially in an industry as capital intensive as cement, and 
the company has gone about addressing this 
requirement innovatively. 

Gujarat Ambuja’s minority investment in ACC (it 
had an effective stake of 8.3 per cent, acquired in 
December 1999) was benefiting the company only to 
the tune of marginal dividend payouts. And the com- 
pany realised that it would have to spend around 
Rs 900 crore buying back the 40 per cent stake private 
equity investors hold in Ambuja Cement India (part of 
a promised exit). Gujarat Ambuja has gotten around 
both challenges by bringing in Holcim. As part of this, 
Holcim will buy out the private equity investors in 
Ambuja Cement India, the investment arm of Gujarat 


it Ambuja, which already owns a 13.8 per cent stake in 
3 ACC, then acquire a 50 per cent stake in ACC through 
i a deal with the company and an open offer. The 

deal, which is cash neutral for Gujarat Ambuja, will see 


its effective stake in ACC increase to. 16.5 per cent. 
ji And the long-term relationship with partner Holcim 
will help Gujarat Ambuja in its own quest for growth. 
Though the Jv (joint venture) deal has a provision for 
Holcim to buy out Gujarat Ambuja's stake in future, 
the chances of this look remote. “We have shortlisted 
Holcim because it believes in partnership (glo- 
bally),” says Singhvi. Since Holcim has good expe- 
rience in the use of optimising and also use of Gujarat Ambuja’s Singhvi: With the Holcim deal done, 
alternate fuels, this will help Gujarat Ambuja reduce he is now eyeing some acquisitions 
its fuel cost further. “With a strategic partner like 
Holcim, Gujarat Ambuja has access to many more focus is back on Gujarat Ambuja Cement’s balance 
foreign markets,” says Rohit Singhania, an analyst at sheet and Singhvi says the next few months could see 
brokerage HDFC Securities. “deals that will add value to our own balance sheet”. 
With the Holcim deal over, the management’s NARENDRA NATHAN 
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The Cement Cycle: Where Is It Headed? 


E T А CYCLICAL COMMODITY, CEMENT IS A PROXY FOR OVERALL ECONOMIC GROWTH. THAT EXPLAINS WHY THE INDUSTRY HAS 
К been growing at around 1.2 times India's сор growth rate in the past. With GDP growth expected to remain high 
(6-8 per cent) over the next few years, the cement industry should grow at an average of 10 per cent. However, 
this growth may be sporadic (very high growth in one year and smaller growth or even negative growth next year). 
On the supply side, drives to enhance capacity will be based on long-term demand projection. That is why 
Ravishankar of ICICI Securities says, “The cement glut of early 2000s won't be repeated again.” With demand 
| continuing to zoom and no big greenfield projects coming up (it takes around two years for a plant to be com- 
E missioned), the gap between supply and demand is fast reducing. Ergo, reasons Jaspreet Singh, an analyst at Mumbai 
brokerage Angel Broking, "Cement prices next year should be higher." That is good news for all cement companies. 
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Large And Fast 


National Mineral Development 
Corporation 


With the steel sector booming, it shouldn’t surprise 
anyone that iron ore producer NMDC, a government- 
owned company (2003-04 revenues Rs 1,532.70 
crore; 2004-05 nine-month revenues Rs 1,497.97 
crore), grew the fastest in 2004. Much of that growth 
came from the domestic market (almost 70 per cent 
of the company’s revenues come from this, as com- 
pared to 30 per cent in 1992), but there’s still more to 
the growth than meets the eye, insists B. Ramesh 
Kumar, Chairman, NMDC, pointing to “a quantum 
jump in productivity” of around 25 per cent in the 
three months ended December 31, 2004 alone, and 
efforts to tap new markets with offerings such as 
low-grade ores. It shows. 

E. KUMAR SHARMA 


Jindal Steel & Power 


Another steel company makes the list, but in this 
case, the recipe for growth is very different from 
that of NMDC. Jindal Steel & Power (2003-04 revenues 
Rs 1,419.1 crore; 2004-05 nine-month revenues 
Rs 1,843.77 crore) has grown largely on the strength 
of integration and exports. The company owns iron 
ore mines in Chattisgarh and Orissa and generates its 
own power, partly on waste gases and coal. The 
consequent low cost of power (Rs 2.32 per unit) 
doesn’t just lower its own costs, but also enables it to 
find a ready market for the excess generated. “The 
integration helps us operate efficiently,” says Navin 
Jindal, Managing Director, Jindal Steel & Power. 
And exports help the growth cause too: they are up 
506 per cent between April and December 2004. 
SUPRIYA SHRINATE 


Bhushan Steel & Strips 


In 2004, Indians bought more cars (the passenger car 
market crossed the magic one-million-units-a-year 
mark) and white goods (think washing machines, 
microwave ovens, refrigerators and the like) than 
ever before. And Bhushan Steel & Strips (2003-04 
revenues Rs 1,574.4 crore; 2004-05 nine-month 
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revenues Rs 1,937.5 crore), which counts companies 
from these two sectors among its largest customers 
(almost 50-55 per cent of its revenues comes from 
sales to original equipment manufacturers, largely 
automobile and white goods makers) laughed all the 
way to the bank. A new plant helped, admits Nitin 
Johari, cro, Bhushan Steels, adding that it enabled the 
company add “value- added products like colour- 
coated sheets, high-tensile strapping and outer skin 
panels for white goods” to its product range. By 
March 31, the company hopes to have toted up 
exports of Rs 1,000 crore (up from Rs 389 crore last 
year), and next year, the benefits of a backward 
integration into hot-rolled coils (December 2004) 
should kick in. 

SUPRIYA SHRINATE 


Uttam Galva 
Steels 


In 2001-02, Uttam 
Galva’s revenues were 
Rs 596 crore. Last 
year (2003-04), they 
were Rs 1,221 crore. 
And by 2005-06, 
reckons Rajinder 
Miglani, the com- 
pany's Chairman and 
Managing Director, 
they *should cross 
Uttam Galva's Miglani: the Rs 3,000-crore 
The benefits of differentiation mark”. Part of the 

growth can be attri- 
buted to Miglani's opinion that “the learning process 
(an euphemism for the horrors the steel industry 
went through) is over and we can grow with confi- 
dence for several years from now." And part of it 
comes from Uttam Galva's approach of not competing 
with the heavyweights, but doing something different. 
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“We can service our customers better (through quicker 
delivery schedules, the ability to deliver small quantities 
and the like),” says Miglani. That could explain why 
the company exports to 110 countries. 

NARENDRA NATHAN 


Great Eastern Shipping 


With the shipping business booming, it is only natu- 
ral that Great Eastern Shipping (2003-04 revenues 
Rs 1,351.82 crore; 2004-05 nine-month revenues 
Rs 1,494.01 crore), the largest private sector shipping 
company in India with a diversified fleet (in terms of 
territories, trades and kinds of ships), has grown, 
and how. To augment its growth, the company has 
embarked on a fleet-expansion drive. “Currently, 
we have a committed capital expenditure of around 
$353 million (Rs 1,550 crore),” says K.M. Sheth, 
Executive Chairman, Great Eastern Shipping. This will 
add 15 more ships (seven tankers and eight offshore 
support vessels) to the company’s fleet in the next two 
years. And prevailing high shipping rates should help 
translate this volume growth into revenue growth. 
NARENDRA NATHAN 


Nagarjuna Construction Company 


Like most construction companies in India, Nagarjuna 
Construction (2003-04 revenues Rs 762 crore; 2004- 
05 nine-month revenues Rs 741 crore) is growing. 
What’s impressive about this company, however, 
isn’t growth, but a business model that manages risks 
well enough to ensure sustainable growth. “We have 
a de-risked business model as we operate across 
seven business verticals,” says Y.D. Murthy, Vice 
President (Finance and Accounts), Nagarjuna 
Construction. There’s enough happening in all— 
industrial structures and buil- 
dings, transportation, water and 
environment, electrical, housing, 
property, and irrigation and 
hydropower—right now and 
Murthy is convinced that the 
ongoing National Highways 
project (the 7,300-km NsEW 
corridor) can only “open up 
new opportunities”. 

E. KUMAR SHARMA 


ABB 


Forget the troubles of the par- 
ent, ABB India (January-December 
2004 revenues Rs 2,305.6 crore; 


ABB India's Uppal: The power sector is 
on a roll and so is ABB 








Burning bright: Tata Steel is on its way to being an MNC 


January-December 2003 revenues Rs 1,503.1 crore) 
is on a roll. This major player in power and automa- 
tion technologies has benefited from the surge in 
the power sector in India. “The country's macro- 
economic fundamentals are encouraging and power 
sector reforms are gathering pace," says Ravi Uppal, 
Vice Chairman and Managing Director. Then, there's 
the current investment boom (companies are invest- 
ing in fresh capacities) that bodes well for ABB's 
advanced automation technologies. 

VENKATESHA BABU 


Tata Steel 


It is riding the boom in steel demand. And how! 
Sales for the quarter ended December 31, 2004 
jumped 37.87 per cent to 
Rs 4,090.46 crore, and net profit 
zoomed 99.14 per cent compared 
to the previous corresponding 
quarter. For the nine months to 
December 31, 2004, the topline 
grew 36.75 per cent and the bot- 
tom line, 129.61 per cent. The 
company's expansion plans are 
also progressing well. *We're on 
track to fulfil our vision of 
becoming a 15-million-tonne per 
annum, multi-location, multina- 
tional steel company by 2010," 
says T. Mukherjee, Deputy 
Managing Director of Tata Steel. 
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India's 
Fastest 
Growing 
Mid-sized 
Companies 


Companies 
with revenues 
between 
Rs 500 crore 
and Rs 1,000 
crore that 
grew the 
fastest in 
2004. 





Fastening The World 


Growth, for Sundram Fasteners, has largely come from that 
other G word, Globalisation. 


UNDRAM FASTENERS WILL DEFINITELY NOT FIGURE IN THIS LISTING NEXT 
year. That’s because the company will be a Rs 1,000 crore-plus 
enterprise then. It will probably figure in the listing of India’s fastest 
growing large companies, however. For, although no one at the com- 
pany will say anything about how big it will be by 2010, there’s una- 
nimity on one score: Sundram Fasteners will seize any opportunity to 
grow. There’s no doubt that much of this growth will come from 
exports: these account for 30 per cent of revenues and the company is 
working on increasing the proportion to 50 per cent. The merger of Tvs 
Autolec, an automobile pump manufacturer, with it has given Sundram 
Fasteners a broader product portfolio (given that it will be selling to the 
same customers, this is an obvious advantage). And a clutch of recent 
acquisitions and international forays has already made the company a 
global entity: in December 2003, it acquired Cramlington Precision 
Forge in the UK; in September 2004, Sundram Fasteners (Zhejiang) Ltd. 
opened for business in China; in February 2004, it increased its stake 
in RBI Autoparts SdnBhd, a Malyasian company, trom 30 per cent to 70 
per cent; and in November 2004, it set up a joint venture, Sundram 
Bleistahl, with German automobile valve train manufacturer Bleistahl 
(Sundram owns 74 per cent). The benefits are the same; as the com- 
pany's Chairman and Managing Director Suresh Krishna puts it while 
explaining the advantages of the Cramlington acquisition, they allow 
Sundram Fasteners *to tap into newer marketing teritories for its 

existing manufacturing range". 
NITYA VARADARAJAN 


Sundram Fastener's. 
Krishna: That oyster 
‚ and world thing. 
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Doing the right things: Anil Gupta (front), Joint Managing 
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Director, Havell's India, with Ameet Gupta, Director 


The Right Switch 


A booming market and some intelligent diversifications power Havell’s India’s growth. 


HE SECRET OF HAVELL'S INDIA'S 
growth can be captured 
in one simple fact: by 


December 31, 2004, it had manu- 
factured its last electrical meter. 
Reason? The high quality of 
Havell's meters was not recognised 
and most state electricity boards 
opted for less expensive (and poor 
quality) alternatives. It has been the 
ability to jettison businesses with 
no future rapidly, diversify into 
others that have better prospects 
as quickly (in 2003, for instance, 


it diversified into the manufacturing 
of fans, lights and compact fluo- 
rescent lamps, and expects these to 
contribute around Rs 400 crore to 
its revenues within the next two 
years), yet stick to its core strengths 
that transformed Havell's, a small 
switch manufacturer founded by 
Chairman Q.R. Gupta, an electrical 
products trader in 1983, into an 
end-to-end solutions company in 
India's now booming power distri- 
bution and electrical equipment 
industry (reasons: the upturn in 


INDIA'S FASTEST 
SIZED COMPANIES 


e Monnet Ispat 
@ Kalyani Steels 
@ Hexaware 

@ Punjab Tractors 


Shree Precoated Steels 


® 
» 
ө 
e Pantaloon Retail (India) 
® 
ө 





GROWING MID- 





Nava Bharat Ferro Alloys 


Havell's India 


Sundram Fasteners 
Lakshmi Machine Works 


construction; power sector reforms, 
and the like). *We have grown 
because we did the right things," 
gloats Anil Gupta, Joint Managing 
Director, Havell's India. “We 
aggressively built world-class quality 
and economies of scale to main 
tain our cost advantage." The com 
pany did this in the light of coming 
competition from foreign players 
in the early 1990s and discovered an 
adventitious benefit: exports. Today, 
It exports to over 45 countries 
SUPRIYA 
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The Other Software Firm 


How latecomer Hexaware learnt to live with the biggies in the IT services space, and thrive. 


HIS MAGAZINE, AND THIS WRITER, HAVE WRITTEN 

extensively on how small and mid-sized companies 

in the IT services space are floundering. Hexaware 
Technologies has clearly bucked the trend: it grew by 61 
per cent between January and December 2004 to cross 
Rs 545 crore in revenues. No, the company does not do 
anything very different from what the biggies do. What 
it has done is make a valiant (and in retrospect, successful) 
attempt at identifying underserved markets, shoring up 
capabilities to service identified markets and investing way 
beyond the industry average on business development. 
Reinventing the wheel does seem to pay off. 

Hexaware was founded in 1991, but it was only in 
2001, after promoter Atul Nishar sold his successful 
training business Aptech and merged that company's 
software business with the former, that things started 
happening. Around the same time, he hired Rusi Brij, 
then Executive Vice President of Satyam, based in 
New Jersey, as Vice Chairman and СЕО. Brij wasted no 
time in involving the entire senior management in the 
transformation of a company that had clearly missed the 
bus and the huge IT services growth wave that had cha- 
racterised the 90s. 

“In our first meeting as a team, Rusi asked, “Why 
should Hexaware exist when we have TCS, Infosys 
and the rest of them?"", recollects Р.К. Sridharan, 
President (India Operations). 

The consequent emphasis on differentiation resulted 
in two findings: one, Germany was a vastly underserved 
market; and two, Hexaware’s own capabilities were in 
the area of PeopleSoft (an enterprise software) imple- 
mentation and support. Both seem to have paid off: 
today, Hexaware is the largest PeopleSoft partner 
among Indian IT services firms and generates the largest 
share of revenue from Germany as compared to its 
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peers and competitors. “Typically, smaller companies 
identify niches of operation and grow large enough 
within those niches to challenge existing players,” says 
Saurabh Srivastava, Executive Chairman, Xansa 
Technologies. “This is what Infosys did to Accenture.” 

The company is confident that it will cross $1 bil- 
lion (Rs 4,400 crore) in revenues over the next six years. 
“We have the potential to grow to half-a-billion dollars 
(Rs 2,200 crore) of revenue in the current market 
spaces in which we operate, but beyond that we need 
to incubate growth drivers,” says Brij, adding that the 
company is looking at RFID (radio frequency identifi- 
cation) as one such. 

The Hexaware story has several buyers. In a recent 
research report on the company, Edelweiss Capital 
gushes that large client wallet share, strong order 
flows from both the us and European geographies, and 
also the key verticals (Brsi, Airline) will allow the 
company to grow revenue and PAT by 32 per cent and 
82 per cent respectively in CY0s (calendar year). 
However, not all investors have forgotten Nishar's 
past. As one researcher with a brokerage puts it: “I 
wouldn't trust the promoters after their history with 
the non-banking finance company Apple Finance 
(where there was a big depositor default issue)." He 
goes on to qualify that Hexaware's 80 per cent net 
profit growth guidance for the year looks stretched. 
Hexaware's Chairman Nishar sticks to his profit 
guidance and brushes off the NBFC charge by saying, 
“I cannot be held responsible for the way industries 
pan out." Investors haven't had occasion to score 
Hexaware on governance yet, but when the time 
comes, it looks to be seen whether they rate it as high 
on that parameter as they do on growth. 
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Not surprising for the largest supplier to the 
world's most competitive markets. 


Ricoh Multi-Function Printers are ideal providers of 
workflow solutions and networking of information through 
printing, copying, scanning and faxing. Not only can these 
machines be operated with appliance-like ease, their modular 
design safeguards your investment by being in sync with 
your growing business needs. Ricoh naturally understands 
this category best; after all it pioneered digital copiers. In 
fact, Ricoh today is the largest supplier in USA, Europe and 
Japan. To top it all, Ricoh has a much acclaimed customer 
care service considered an industry benchmark. Little wonder 
that for thousands of corporates and entrepreneurs across 
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Nothing Middle-of-the- 


road About Growth 





Monnet Ispat 


The way Amitabh Sharma sees it, Citigroup got it 
right. The Vice President (Marketing) at Monnet 
[spat is referring to the 14.5 per cent stake СУС 
International, a Citigroup company, acquired in his 
company for Rs 45 crore in June 2004. Since then 
(although there isn’t a cause-and-effect relationship 
here), Monnet hasn’t put a foot wrong. Net profit for 
the nine months ended December 31, 2004, is Rs 78 
crore, up a whopping 205 per cent (2003-04 revenues 
Rs 263.1 crore; 2004-05 nine-month revenues, 
Rs 495.6 crore). Much of that can be attributed to a 
low-cost structure based on captive generation of 
power and mines the company owns in Chhattisgarh, 
close to its plant in Raigarh (the new plant at Raipur is 
close as well). Then, there’s the spiralling cost of sponge 
iron, the company’s product, that has helped: up to 
Rs 12,000 a tonne today, from Rs 5,000 in 2000). 
SUPRIYA SHRINATE 


Kalyani Steels 


To extract more growth from the current upturn in 
the steel cycle, Kalyani Steels (2003-04 revenues 
Rs 464.31 crore; 2004-05 nine-month revenues 
Rs 608.84 crore) is setting up a new facility of around 
2.5-3 lakh tonnes in Hospet. That should almost treble 
capacity from the current 1.6 lakh tonnes a year. What 
if the cycle fizzles out? “The steel cycle upturn will 
last at least for a couple of years more,” says C.G. 
Patankar, Executive Director, Kalyani Steels. That con- 
fidence is evident in the fact that Kalyani declared a divi- 
dend last year (2003-04) after a gap of four years. 
NARENDRA NATHAN 


Punjab Tractors 


Even when the Indian tractor industries was floun- 
dering, Punjab Tractors was an outperformer. Now, 
with the industry on a high following a reasonably 
good monsoon, increased demand, and the ruling 
United Progressive Alliance’s rural and agricultural 
emphasis, it shouldn’t surprise anyone that the com- 
pany is doing even better (2003-04 revenues 
Rs 597.3 crore; 2004-05 nine-month revenues 
Rs 622.7 crore). Net profit, for instance, is up 105 per 
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Kalyani Group Chairman Baba Kalyani: Betting on the 
sustainability of the steel cycle upturn 


cent in the nine months ended December 31, 2004, 
to Rs 41.8 crore. “Our volumes have increased due to 
good monsoons and introduction of new models,” 
says A.K. Sawhney, Director (Marketing), PTL. “And 
a better product mix and cost control measures have 
helped in boosting the company’s bottom line.” 
SUPRIYA SHRINATE 


Shree Precoated Steels 


The story is the same: another steel company, grow- 
ing rapidly, and in the midst of an exercise to double 
capacity (the project will be completed by September 
2005) to milk the upturn in the steel cycle. That 
should explain why G.S. Lodha, GM (Finance), Shree 
Precoated Steels, expects “sales to double from 
Rs 522 crore in 2003-04 to over Rs 1,000 crore by 
2005-06”. With exports booming (around 70 per cent 
of its revenues comes from exports to the US and 
Europe), the increased capacity should, once Shree 
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The transition towards the integrated world has already begun. 
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works off the effect of the capi- 
tal expenditure, translate into 
fatter profits. 

NARENDRA NATHAN 


Nava Bharat Ferro Alloys 


Every year since its founding in 
1972, Nava Bharat (2003-04 
revenues Rs 498.06 crore; 
2004-05 nine-month revenues 
Rs 435.59 crore) has paid out 
dividends. Now on a roll with 
the upturn in the steel cycle, 
the company is working on 
containing its costs. "Power 
and ores together account for 
80 per cent of our costs," 
says Р.Т. Vikram Prasad, ED, 
Nava Bharat, explaining that the company already 
generates its own power and that it is in the process 
of taking up mining of chrome ore. *For manganese 
ore, we are in the process of identifying strategic 
partners in South Africa and also exploring the option 
of entering into a long-term alliance with Australian 
or Brazilian suppliers," says Prasad. 

E. KUMAR SHARMA 


Pantaloon Retail (#9 in last year's study) 


*In the next five years, the share of organised retail 





Nava Bharat's Prasad: Ores, or access to them 
is the next big frontier for the company 


will increase from 2 per cent 
to 10-15 per cent," says 
Kishore Biyani, Chairman, 
Pantaloon, who is confident 
that his company will be 
there to take advantage of 
this change. We think so too 
(which is why you see him 
on the cover of this issue of 
Business Today). 

PRIYA SRINIVASAN 


Lakshmi Machine Works 


The Coimbatore-based tex- 
tile equipment manufacturer 
Lakshmi Machine Works or 
LMW (2003-04 revenues 
Rs 663.5 crore; 2004-05 
nine-month revenues Rs 673.7 crore) grew rapidly 
in 2004, yet used a mere 50 per cent of its 
capacity. That will change in the coming years, 
reckons D. Jayavarthanavelu, Chairman and 
Managing Director, LMW, with the quota regime on 
textile exports coming to an end. “India’s share in 
the global value-added apparel and textile market 
will increase from 3.6 per cent now to 7.6 per 
cent by 2010,” he says. “LMW looks at the future as 
promising and at the same time, challenging.” 
That’s succinctly put. 
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NITYA VARADARAJAN 


Pantaloon's apparel manufacturing unit: Then there are its own retail stores that sell everything from greens to gold 
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300 MW BASPA II Hydro Power pl 


И 300 MW BASPA II, located in North India, the fastest growing 
region in the country, with current power shortages of 12% i.e. 
20,169 MW; and 20% at peak load requirement 

E Commissioned in June 2003 by Jaiprakash Hydro-Power Limited 
àt a cost of Rs. 1,612 crores, generating 1,200 million units of clean 
and green energy per annum 

W Power purchase agreement for 40 years, extendable by 20 years 
leading to guaranteed offtake of energy generation 

E *First-mover advantage with assured retums, 1696 retum on equity 
as per the PPA + incentives 

E Enjoying 10-year tax holiday 

E The most cost-effective source of power with the most 
competitive tariff using an everlasting and abundant natural 
resource, free from inflationary trends 

E Environment-friendly energy from ‘run-of-the-river Hydro Power 
plant, with abundant water from the snow-fed River Baspa 
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The Jaypee Group ues 
B Spearheading the Hydro Power revolution in the priva 
sector being among the first to enter the field of Hydro Power generation 
in the private sector in 1992, supporting the Government's commitment 
to meet 40% of the nation's power needs through Hydro Power 
8i 8 billion units of clean and green energy by 2010 from three 
of the group's own Hydro Power 'run-of-the-river' plants at an investment 
of over Rs 9,000 crores, utilizing everlasting water from snow-ted rivers 
of the Himalayas 
E Leader in engineering and construction of multipurpose river 
valley and Hydro Power projects for central and state PSUs, involved 
in 54% of such projects being developed in the 10% Five Year Plan 
B Jaiprakash Associates Ltd is the only engineering company 
to be rated ‘CR1’ by ICRA for Hydro Power (EPC) contracts with 
average values of upto Rs. 2,000 crores 
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India’s 
Fastest 
Growing 
Small 
Companies 


Companies 
with revenues 
less than 
Rs 500 crore 
that grew 
the fastest 
in 2004. 





One of Mercator's ships: Thus far, it has been smooth sailing 


Mercator Lines (#2 in last year’s study) 


Growth, it would seem, has become a habit with this company. 
And H.K. Mittal, the Chairman and Managing Director, Mercator 
Lines, (2003-04 revenues Rs 242.13 crore; 2004-05 nine-month reve- 
nues Rs 388.24 crore), insists that *sales and profits should at least 
double during the next year as well." To facilitate this, the company 
is increasing capacity to 20 lakh tonnes from 10.31 lakh tonnes 
(10 ships) now. With almost 75 per cent of its business (according to 
Mittal) built around long-term contracts, Mercator is unlikely to feel 
the pinch should shipping rates that are ruling firm right now go down 
in the future. 

NARENDRA NATHAN 


Steel Strips Wheels 


Steel Strips Wheels (2003-04 revenues Rs 82.9 crore; 2004-05 nine- 
month revenues Rs 106.1 crore) is one of the few companies that sup- 
plies wheel rims to automobile, two-wheeler and three-wheeler 
makers, and the boom in these markets explains why the company has 
grown its net profit some 120 per cent to Rs 11 crore for the nine 
months ending December 31, 2004. *We have broad-based our cus- 
tomer base, moving from cars to two- and three-wheelers, and even 
tractors,” says Dhiraj Garg, Managing Director, Steel Strips. With its 
first batch of exports leaving for Poland this month, things can only get 
better (and faster) for Steel Strips. 

SUPRIYA SHRINATE 
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INDIA'S 
FASTEST 
GROWING 
SMALLCOMPANIES 


(1:2), 2002-03 (1:2) and 2003-04 (1:1). “Our 
profitability is Rs 4,000 per tonne compared to a 
capital cost of Rs 2,000 per tonne," says Sumit 
Kumar Khetan, President, GNCL. To maintain its 
growth momentum, the company is more than 
doubling capacity to 1.4 million tonnes this fiscal 
and has bought an Australian mine to ensure timely 






Mercator Lines 


e supply of raw material. 
А АКМАВ МІТКА 
e Steel Strips Wheels 
: eat NRE n h India 
e Gujarat NRE Coke Manugraph Indi 
{ A low base may have helped printing machinery 
9 Manugraph India manufacturer Manugraph (2003-04 revenues, 
i Rs 202.59 crore; 2004-05 nine-month revenues, 
e Teledata Informatics Rs 174.83 crore) grow rapidly in 2004, but the com- 
e Shanthi Gears pany is working hard to maintain momentum in 
years to come. It has already embarked on a plant 
e KPIT Cummins Infosystems modernisation programme that will cost Rs 20 crore. 
“We have confirmed orders (50 per cent of this are 
e Nagarjuna Agrichem exports) till September 2005," says Sanjay S. Shah, 
3 Vice Chairman and Managing Director, Manugraph. 
e Bilcare “And with the modern plant our bottom line will 
grow faster than our revenues.” That's a pretty picture. 
e Emco NARENDRA NATHAN 


Teledata Informatics 


Not too many people in India have heard of Teledata 
Informatics (Revenues for the 15-month period 
ending March 31, 2004 Rs 60 crore; 2004-05 


Eyeing the acquisition route: K. Balasubramanium, 
Chairman, Teledata Info (L), with K. Padmanabhan, MD 
Tele 


Products / Solutions 
* ShipManager 
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* Report Manager 
* Web based Fleet Monitoring Syst 
* Ship Repair Manager 
* Shipstaff.com 

* Port Manager 

* Port Security Manager 


Mining riches: Gujarat NRE Coke is growing, and retail * Registry Management System 17, 
investors have been at a happy receiving end э Eiag State Administration 


Marine e Learning 
Е У 





Gujarat NRE Соке 


The Rs 285-crore Gujarat NRE Coke (GNCL), India’s 
only independent producer of metallurgical coke, is 
not just growing, but rewarding its retail investors as 
well. For instance, it declared bonuses in 2001-02 
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nine-month revenues Rs 132.7 crore). That’s because 
the company operates in fairly niche areas: software 
packages targeted at the shipping industry (like 
ShipManager, a complete ship management soft- 
ware) and the education industry (Web км 
Education Institution Manager is a school and uni- 
versity management software), and e-commerce 
solutions. Now, says K. Padmanabhan, Managing 
Director, Teledata, the company is looking to raise 
$75 million (Rs 330 crore) through overseas funding 
to bankroll acquisitions. “With acquisitions in the 
pipeline, I believe we can touch a turnover of 
Rs 1,000 crore in 2005-06,” he says. 

NITYA VARADARAJAN 


Shanthi Gears 
Shanthi Gears is a Coimbatore-based designer and 
manufacturer of industrial gears and gearboxes and 
although it is small (2003-04 revenues Rs 87.14 
crore; 2004-05 nine-month revenues Rs 100 crore), 
the company has global aspirations. Shanti’s mana- 
gement would not talk to Business Today, but this 
reporter learns that its proposed expansion (cost: 
Rs 50 crore) will not happen in the beginning of 
2005-06 as planned, but slightly later, Eventually, this 
expansion will help the cause of growth. 

NITYA VARADARAJAN 


KPIT Cummins Infosystems 


In the software solutions space, it pays to have a 
niche focus. KPIT Cummins (2003-04 revenues 
Rs 124.51 crore; 2004-05 nine-month revenues 
Rs 141.56 crore) is focussed on the manufacturing 
area (it also offers solutions to the banking industry), 
and this, reckons Kishor Patil, Managing Director and 
CEO, should help it *become a $100-million (Rs 440- 
crore) company by 2006-07". Japan and Germany are 
important markets for any software solutions provider 
that is seeking to address the manufacturing sector, and 
KPIT is targeting these countries (in addition to what- 
ever it does in the us). 





NARENDRA NATHAN 
Nagarjuna Agrichem 


In 1998, mounting losses almost made Nagarjuna 
Agrichem (2003-04 revenues Rs 200 crore; 2004-05 
nine-month revenues Rs 231 crore) become a BIFR 
(Board of Industrial and Financial Reconstruction) 
company, a halfway house from which few organisa- 
tions return to health, but it reworked its business 
model, broadened its product portfolio, cut down 





PX ` 
KPIT Cummins’ Patil: After the United States, it's 
Japan and Germany that this software firm is eyeing 





layers of management within the company, focussed on 
R&D, and built capabilities in custom synthesis and 
manufacturing. On the strength of these, G.S. Raju, the 
company’s Managing Director, is eyeing net sales of 
Rs 500 crore and a net profit of Rs 45 crore by 2008. 

E. KUMAR SHARMA 


Bilcare 


What makes Bilcare (2003-04 revenues Rs 106.62 
crore; 2004-05 nine-month revenues Rs 115.11 
crore) unique is not its speed of growth (which is 
pretty impressive), but its area of operation, phar- 
maceutical packaging. This is especially impor- 
tant in a country like India where the weather is hot 
and humid, and the nearest counterfeiter is just an 
arm’s length away. “That is why we work closely 
with pharmaceutical companies to develop new 
(packaging) products that suits them,” says Mohan 
H. Bhandari, Chairman and Managing Director, 
Bilcare. The adventitious benefit: products deve- 
loped thus are helping the company make inroads 
into the export market as well. 

NARENDRA NATHAN 


Emco 


One, for the nine months ended December 31, 
2004, Emco posted revenues of Rs 159.47 crore 
against the Rs 153.6 crore it did in all of 2003-04. 
Two, with power sector reforms underway, this 
manufacturer of electrical transformers and tamper- 
proof electronic energy meters is expected to grow 
faster in the near future. “The governmen’s con- 
centration on the power sector, increased railway elec- 
trification, etc., have boosted demand for our pro- 
ducts,” says Narayan lyer, General Manager 
(Finance), Emco. And with exports taking off—the 
company has bagged a large export contract 
(approximately for Rs 25 crore) for the design, 
manufacture and supply of high voltage power trans- 
formers from Syria—Emco is a company to watch. 

NARENDRA NATHAN 
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Rank Growth Growth Growth 
(NetSales)** (Operating (Мес 
Profits)** Profits)** 
Mercator Lines 484.12 174.67 127.80 203. 56 | 243. 10 | : 349. 05 
Steel Strips Wheels _ 1356 2591 1264 8931 6% — 136.26 
Gujarat NRE Coke 33406 167.93 114. 436 7832 584.31 483.17 
Manugraph India 2 25965 4862 3062 7127. 17975 353.63 
Teledata Informatics Е 146.66 _ z 73. 58 | 4071 220.22 219. 2 - 204. 26 
Shanthi Gears 31596 4052 1977 5507 6573 9138 
KPIT Cummins Infosystems "47897 2500 200 6% _ ju. na 
Nagarjuna Agrichem лї 4733 205 мэз — 98.03 12422 
Bicare —— 1581 3110 2021 4519 8504 11030 
Ето а 20659 2886 791 5 87 4889 181.49 
Praj Industries 19714 — 277] 2045 76.66 137.76 29251 
Sathavahana Ispat БАП 52 — 30 35 15163 10158 
HBL Nife Power Systems 36656 40. 38 1994 8188 7585 11395 
Tata Metaliks — 2469! 103.69 6370 Ji 1951 17516 
ITC Hotels — 7719833 7399 4090 3683 15880 21903. 
Munjal Auto Industries - 223.74 4852 2468 6151 4204 5030 
Мігга Таппегѕ 24100 4993. 2520 4530 6451 70.16 - 
MM Forgings 44338. 2918 108! 4984 6412 7435 
Zensar Technologies 166.27 . 3448 22.22 3998 62. 41 ^. 9186 
United: . Cam 556] 2735 Фа _ 6490 8826 
Kalpataru Power Transmission | 499. 76 _ 4976 2330 | 388 69. 60 125. 12 
Ador Welding — — | 17674 3030 1681 210 9165 2031 
Cranes Software International 126.18 + 65.63 3931 5 61 TL UE 43. 3.42 m, 67.56 
Ahmednagar Forgings 18441 3036 18.30 453 400 — 4 30 
Ind-Swift Laboratories 20145 — 3832 1916 2424 80368 1л. 39 
“Varun Shipping 363.20 (092413 — 7157 27100 5457 ` 189.05 
Swaraj Engines 1719 2690 1436 4759 48.21 58.67 
Glenmark Pharmaceuticals 47398 11871 637! 3824 6520 5860 
Tata Investment Corp. 10641 — 101.01 97.25 50.34 5011 5548 
Hughes Software Systems . 446.90 13340 = 9910 38.92 32.74 41.77 
“Taj GVK Hotels & Resorts 106.82 — 4012 - 2006 3036 57468 5135 
‘Tata Elxsi TEVA “17834 3320 22.96 О ж 50858 6982 
‘Shriram Transport Finance - (3137 7456 4368 E A46) 2529 BB 
Eastern Silk Industries зиз 4598 — 249 — 202 — (6936 4827 
Oriental Hotels T (03036 — 3753 4515 2446 46320 7414 - 
Tata Sponge Iron ns) 944 _ 5049 3313 CMS... ЭЗ? 
Amtek India 30976 7901 40.27 3059 3741 8388 

































































All figures are for the calendar year Jan. - Dec 2004 
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* Figures in Rs crore 


** Figures in per cent 


































Presenting Sponsor 





Associate Snnnenr mm REPRE OBE A 


bt special 


India’s Fastest Growing 


Company 



















Sterling Biotech 

Blue Dart Express 
Kalyani Brakes 

Radico Khaitan 

Subex Systems 
Ind-Swift 

‘Gujarat Mineral Dev. Corp. 
TF Steering Gear (India) 
NRB Bearings 

Lumax Industries 
Balkrishna Industries 
Rolta India 

Automotive Axles 

Bajaj Auto Finance 
Savita Chemicals 
Macmillan India 

Aarti Drugs 

Unichem Laboratories 
ҒАС Bearings India 
Hikal о. 


India’s Fastest Growing 


Monnet Ispat 

Kalyani Steels 

| Hexaware Technologies 

Punjab Tractors 

Shree Precoated Steels 

| Nava Bharat Ferro Alloys 

Havell's India 

Pantaloon Retail (India) 

Sundram Fasteners 

Lakshmi Machine Works 
India Glycols 

“Alstom 

Rei Agro 


All figures are for the calendar year Jan. - Dec. 2004 
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Small Companies 































































34.75 33.57 60.71 
26.52 51.68 43.34 
27.25 49.14 39.24 
20.27 3176 56.90 
28.73 48.35 41.44 
22.71 49.82 61.79 
24.20 34.96 45.41 
44.13 37.51 2149 
25.61 33.02 51.25 
30.27 2400 82.20 
2251 49.21 59.44 
3530 2351 43.08 
[3X0 - 2112 2982 
| 3010 23.58 44.24 
E 3474 33.27 28.48 
2356 30.38 40.40 
27.09 29.19 20.29 
20.43 26.23 37.63 
20.95 20.68 31.12 
254] 2214 21.28 


38991 19231 79.52 
4149 77.63 36.78 
344,09 6835 3M — 
38427 52.77 32.62 
406.16 31.97 2205 
24016 2872 "79. 
373] 1871 1173 
15642 33.18 15.84 
| 20665 53.02 26.65 
2813 3302 1126 
43197 98.66 46.78 
3x37 1327 8934 — 
| 28221 52.58 26.99 
132.79 722 57.97 
48633 4843 29.46 
125.66 51.15 42.36 
28345 3359 14.88 
40384 7725 4771 
2 32743 6064 30442 
(18065 4971 30.04 


Mid-sized Companies 



































595.48 14442 95.14 158.90 
2 800113 91.49 2364 12249 
"$4589 8413 6373 6104 

80654 10833 53.67 5304 
73432 8826 44.99 69.73 
58612 18965 11532 4292 

7519.64 ^ 5553 2783 5885 

806.14 69.64 24.91 50.71 
97640 15033 71.55 86.74 
88603 14009 61.90 43.07 
54909 16978 7823 4489 _ 
731.75 52.72 29.68 4029 
77461 69.90 3935 36.77 


* Figures in Rs crore 





** Figures in per cent 
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‘Bhushan Steel & Strips 


Uttam Galva 







Great Eastern 1 Shipping 104. 9 
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National Aluminium - 


Supreme Petrochem 


Jindal Vijayanagar Steel 


Mahindra & Mahindra - 















Eicher Motors - 


Siemens 
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India's Fastest Growing . 
Large Companies 


Rank 






Grasim Industries 00 
Mahavir Spinning Mills | 






oskar Oil Engines EF n 
| Reliance Industries Y | 














All figures are for the calendar year Jan. - Dec. 2004 * Figures in Rs crore 


** Figures in per cent 
. |. per cent for net sales, and 30 per cent each for - 
How We Did It | operating and net profits; these were further split 


| equally across four quarters (i.e. 10 per cent for net 
| sales for each quarter and so on). A growth of over 60 
6 STEP 1: Shortlisting | per cent fetches the maximum possible score; à growth 
Only listed companies (BSE or NSE) were considered. below 20 per cent, the minimum possible score; and 
A cut off market capitalisation of Rs 100 crore a growth between 20 per cent and 60 per cent, a 
(December 31, 2004) and a cut-off sales revenue of | proportionate score. 
Rs 100 crore (between January 1, 2004 and December | 
31, 2004) were enforced. A total of 815 companies | @ STEP 4: Sanity Check 
made the cut. Only companies with positive operating | Only companies that showed a growth higher than 
and net profit figures were considered. Period under | 20 per cent on all parameters on an annual basis 
consideration: the four quarters of calendar year 2004; were included. 
i.e. January 1, 2004 to December 31, 2004. : 

@ STEP 5: The List 


The listing was broken up to factor in size. Thus, 
there are three lists—one of companies with revenues 
higher than Rs 1,000 crore, the second of companies 
with revenues between Rs 500 crore and Rs 1,000 
crore, and the third of companies with. revenues 
lower than Rs 500 crore. These revenues are the 
Growth was measured as a factor of net sales (operating aggregate of last four quarters. Eventually, 57 small 
income for banks and finance companies), operating companies, 28 mid-sized companies and 34 large 
profit, and net profit. The weightages assigned were 40 ı companies made the grade. [ot 


@ STEP 2: Adjustments | 

The operating profit (PBDT for banks and finance com- 
panies, and PBDIT for others) and net profit figures have 
been arrived at after discounting non-recurring income. 


@ STEP 3: Measuring Growth 
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The Central difference between being a mere digital account number and 
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Over 9 decades of value banking has evolved us into a 25 million and growing Central Bank family, built on trust. 3 143 all i 
India Branches. 273 Extension Counters in 27 States, Empowering us with infinite reach. Across regions and disciplines. | 
With cutting edge technology. To enrich your life. With САС solutions. 
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But only a few set the s 



































There are well managed companies, and 
there are, well, managed companies, 
And then there are chose companies that 
Жапа out from their peers by the sheer 
¿vision of their leaders, by their more- 
< efficient processes, by good governance 
and by the bright spark of innovation. 
These are India's best managed 
companies, 13 companies that stand out 
from their peers. And one among ету 
first among equals, the best managed of 
them all. 


Microsoft presents the Business Toda 
Best Managed Company Award 20 
based on a study conductec 
Е with consulting 

Г Kearney. Be sure you aret 
catch the action on March 11,2 
Mumbai. The special issue c 
Best Managed Company wi 
launched on the occasion, = 








Sweden is a shining beacon amidst the gloom of the EU's 

` dismal economic story. With bilateral ties between India and 
` Sweden moving beyond traditional manufacturing, a new 
era dawns for businesses in both countries. 4 BUSINESS 
TODAY COUNTRY REPORT ON SWEDEN. BY SHAILESH DOBHAL 


“EW FIRST-TIME VISITORS TO SWEDEN WOULD HAVE MISSED THE 

peculiar always-on headlights of any automobile on the 

road, never mind the hour of the day or month of the year! 

Ostensibly a safety measure, the refrain goes that it helps 

the pedestrian or the opposite car view the approaching 

` yehicle better, helping minimise accidents. Well, we can't. 

vouch for that (nor can most Swedes), but the $301.8-billion 

_ (Rs 13,88,280-crore in 2003) Swedish economy is a definite beacon of hope amidst the dense, 

darkening fog that is the economy of the European Union (EU)—it is growing at less than half 

a per cent (quarter ending December 2004), compared to Sweden's stellar over three per cent. 

Little wonder then, Sweden's nine million-odd population voted against adopting the Euro 

(Sweden is only the third EU country, after the United Kingdom and Denmark, not to embrace 

the Euro), choosing to stay with the Swedish Krona during a stormy referendum in 

September 2003, which saw the tragic mu der of foreign minister Anna Lindh, the reigning 
Social Democrat Party government’s most vocal euro-enthusiast. | 

Big Swedish businesses though, even today, rue the missed opportunity, fearing that in the ` 

long term, foreign investment in Sweden will dip because of this. Euro-enthusiasts, and there 

` аге enough across all big political parties and most of Sweden's large companies, also 

point to the Euro's rising appreciation over the dollar, a notion out there that kind of proves 
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Tech valley: Lindhom Science park/ Telematics Valley in Goteborg 








that global businesses are increa- 
singly starting to believe in the EU 
and the Euro over the dollar. The 
debate, however, continues in 
Sweden, though no one expects 
a second referendum on the 
Euro anytime soon, certainly not 
before the next national elections 
due in 2006. 

A small domestic market (the 
country crossed the nine-million 
population figure only in the middle 
of 2004), makes the Swedish eco- 
nomy heavily dependant on trade, 
which accounts for over 60 per 
cent of the gross domestic product 
(GDP), with exports alone con- 
tributing 44 per cent of Sweden's 
Gpp. Combine that with typical 
Swedish innovativeness (the country 
has the highest number of patents 
per person in the world) and the 
industrious nature of its people—the 
equivalent of the protestant work 
ethic that built post-war Us; Sweden 
is a protestant nation that broke 
off from the Roman Catholic 
Church almost five centuries ago— 
and the result is a nation that is 
home to multinationals such as 
Volvo, Ericsson, Saab (it was acqui- 
red by General Motors) Electrolux, 
ABB, AstraZeneca, SKF, Pharmacia, 
Alfa Laval and Tetra Pak , all com- 
panies that have blazed the global 
trail for decades now, including 
impressive trails in India. 


Focus On India 

“Over the last year or so we have 
seen tremendous interest in and 
focus on India here in Sweden. 
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Halol production unit, Gujarat 





reports, patents, certificates, premises, 
products that secure and protect life and valuables from a wide range of threats. We are a part of Gunnebo AB, a fast growing 


BE SAFETY SMART, 

RIGHT FROMTHE START. 

Safety plays a very crucial and 

cash, assets and valuables constantly face 

the threat of destruction by fire, burglary 

international security group that owns leading brands like Fichet-Bauche, Rosengrens, Chubbsafes and Garny. 

Gunnebo Steelage has invested Rs. 200 million in its modern production facility at Halol, Gujarat for manufacturing advanced range — | 


vital role in our day to day life. 
or natural calamities. 
| of physical security products for the Indian and international markets. Our mission is to provide excellent quality, value & service with | 




















Important legal documents, 
Gunnebo Steelage is the only ISO 9001 company in India, which offers its customers 
integrated security solutions in a manner that will exceed customer expectations. 
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Volvo city: Goteborg in all its shining splendour 


There were Swedish companies investing in India in the 
1950s and 60s and then there was a big lull,” says 
Ravindra Parasnis, Senior Vice President, Asia/Pacific, 
Swedish Trade Council (src). The man is right. Most 
Swedish MNCs like ABB, SKF, Alva Laval and Ericsson 
entered India quite some time back; recently, most 
have embarked on efforts to renew their presence 
here, investing afresh for servicing the exploding 
domestic Indian market as well as increasingly using the 
country as a base to manufacture for the world. 
India-Sweden bilateral trade, close to $1.44 bil- 
lion (Rs 6,336 crore) currently, has been growing 
strongly for the past four-five years, so much so that 
India became, in 2004, the third largest importer of 
Swedish goods in Asia, after China and Japan, accoun- 
ting for almost a full percent of all Swedish exports glo- 
bally. The balance of trade, though, remains skewed in 
favour of Sweden, with Swedish imports to India 
almost four times Indian exports to Sweden. But that’s 
akin to missing the wood for the trees, for India’s balance 
of trade with most industrialised nations is in the nega- 
tive. What is really important is a reinforced trade and 
business engagement between the two countries. 
Swedish business forums across new and old eco- 
nomy industries will tell you how a couple of years ago 
it was near impossible to organise a seminar on business 
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| India became, in 2004, the third | 
| largest importer of Swedish | 


| goods in Asia 





opportunities in India in Sweden, as there was practi- 
cally no interest. “Te xday, all of them are sold out,” adds 
stc’s Parasnis. One reason for this renewed interest is 
that India is doing very well; showing a sustained GDP 
growth of around 7 per cent on a $650-billion 
(Rs 28,60,000-crore) base has impressed the G-7 
enough to give India, along with China, pride of place 
at their annual jamboree. 

Secondly, and more importantly, the China growth 
story has ironically become a big selling point for 
India. China has proven to be a profitable market 
(and wildly so) for many Swedish companies; that is 
being taken as a precedence by Sweden Inc., and most 
companies want to catch the India story early. That’s a 
sea change from the tech-boom days of 1999-2000 
when Sweden, a country strong in IT services itself, 
viewed India more as a threat than an opportunity. 

Today, most big Indian IT services companies such 
Tata Consultancy Services 
and Wipro Technologies have established a foothold in 
Sweden, though the business still remains small. “There 
are about 50 registered Indian users on our web portal. 
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E) The Electrolux Group. The world's No.1 choice. 
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| Tamanna я 
| Grind with Madonna. 


| India's first refrigerator with 
FM Radio & Message Recor 
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Rush to your nearest Electrolux dealer and experience the full range of our Life Nourishing Appliances. Available 
insta.service@electrolux.com. For all somites & institutional enquiries, e-mail rajiv.dutta@electr 
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| CSD 
India's only 


hands-free refrigerator 
With a foot pedal operated door 







We've read 
a woman's mind, look 
In how many ways. 







They say it's really difficult to read a woman's mind. 






Not for the world's No. 1 choice though. Something 






that is best reflected in our range of Life Nourishing 







Appliances, Products, unique in their own way. Be 






it a refrigerator with a water dispenser. Or India's 
< Electrolux 






first hands-free fridge. Or even the world's first talking 






washing machine. In fact, anything to ensure that 


your family gets only the best. After all, that’s the 






most important thing on your mind. And ours. 


Mudra:Elux2101 





0f features to meet your needs. Features may vary from model to model. Central Support Cell: 
eer opportunities, mail your resumes to talent.india@electrolux.com. Visit us at www.electrolux.co.in 














bt country report 











Swedish Economy 

AREA — 250000 sq. km. 
POPULATION 9,008,846 
UNEMPLOYMENT* > A905 
HOUSEHOLD SAVINGS™ = 8% 


* Registered as per cent of total workforce. 
^ As per cent of disposable income. ` 


We would certainly like Indian rr companies to join us,” 
says Greg Geiselhart, Executive Director, Telematics 
Valley, a business park based in the Lindholm Science 
Park, Goteborg, Sweden's second-biggest city after 
capital Stockholm. Most global car makers, telephony 
and rr companies already have a base here. Sweden 
prides itself as a country that occupies a high-value niche 
in industries as varied as engineering, telecom, infor- 
mation technology, even biomedicine. That's pretty 
much the only way a country of just nine-million souls 
can compete globally. Is there an opportunity here 
for the otherwise booming but product-starved Indian 
IT industry to jointly develop proprietary products? 
Kai Hammerich, Director General of Invest in 
Sweden Agency (ISA), speaks about the opportunity 


Current Account Balance 





e| Figures are per cent of СОР in 2003 


that big Indian companies across 
industries such as automotive parts 
and pharmaceuticals have in either 
forging alliances with, or even 
acquiring, Swedish firms. Sweden 
also beckons Indian companies as a 
gateway, a foothold to enter bigger 
markets, in both the EU and the Us. 
Recently the Scandinavian 
Automotive Suppliers Association 
(SASA) signed an agreement with 
India's Automotive Components 
Manufacturers Association (ACMA) 
for sourcing and stocking auto com- 
ponents from India for auto companies in Sweden, 
Norway and Finland. Though Sweden's relatively 
inflexible labour policy—the country follows an 
unsustainable *crib to grave' welfare formula that puts 
a huge onus on employers and results in relatively 
expensive living standards (the country is next to only 
Switzerland and Denmark on The Economist's Big 
Mac index on most overvalued currencies for 2004)— 
can be a dampener of sorts, government-led propaganda 
efforts in and outside Sweden say that a lot is changing 
for the better. 

Being in India means different things to different 
Swedish companies. For most small-and-medium 
enterprises in Sweden like Alpha Sweden and Grimaldi 
Industri AB, makers of bicycles and storage discs, India 


HOTEL CZAR OF SWEDEN 


| E IS THE MOST FAMOUS INDIAN FACE IN SWEDEN. WELL, MAKE THAT 
most famous immigrant. Arriving at the young age of 
21 to study sociology at the University of Stockholm, Bicky 
Chakraborty, Managing Director, Elite Hotels, smelt an 
opportunity to become an entrepreneur by taking over bankrupt 
| student dormitories and turning them around into no-frills 
| budget hotels. "Mine was а typical immigrant's dilemma. ! had 
no money and | took whatever was given to me," says the 
Kolkata-bred son of an Indian Railway official. That was almost 
29 year back. Chakraborty has never looked back, buying a 
heritage hotel property almost every year, to become Sweden's 
| biggest hotelier with 18 hotels under management now. His 
| company, Elite, boasted revenues nudging Swedish Krona 
800-million (Rs 560 crore) for 2004. “It is not important what 
| Тат doing in Sweden, building hotels. You can fill all the manholes 
. in the world with hoteliers and it is nothing big. The important thing 
is the satisfaction and recognition that | am getting.” Does he want 
to build hotels in India? “Yes | am looking at building a hotel in 
Kolkata. And maybe a resort property in Goa and Cochin.” 
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JEWEL IN THE SWEDISH CROWN 
| | 


holding company for many Swedish multinationals such as Electrolux, 
Ericsson, ABB, SKF and AstraZeneca, are non-interfering shareholders. In 
| Sweden the CEO of Investor counts as much as King Сай Gustaf or the Prime 
. Minister, Goran Persson himself. The Wallenbergs have managed to keep 
| affine balance between ownership and management. ` 
Virtually all of their 112-odd holding companies are run completely by pro- 
__ fessionals, And the family, into its fourth-generation now, quietly and amicably 
| anoints the head of Investor, which has total assets of over Swedish Krona 103- 
billion (Rs 1,80,600 crore) in Dec 2003. It is perhaps the unity in the 
family that has helped Investor retain preferential shareholdings (with higher 
voting rights) in all its sphere companies, sometimes amidst stiff political and 
_ business opposition. Why, the family even warded off the threat from once for- 
. midable Swiss corporate raider Martin Ebner, when he took substantial position 
in Investor AB in 2001 and asked to split Investor into two separate firms. 
A family member, Jacob Wallenberg, takes over as Chairman from Claes 
Dahlbaeck, a professional who has been Investor's Chairman since 2002 
, following legendary-manager Percy Barnevik's five-year stint. Jacob’s cousin 
. Marcus Wallenberg (seen in picture) runs Investor as President & СЕО, 


| 5 TE ROYAL FAMILY OF SWEDISH BUSINESS, THE WALLENBERGS OF INVESTOR AB, THE 











means only a big market to primarily sell their wares, 
For others, like Gunnebo, a global leader in physical 
security products, investing in capacity expansion in 
India means using India as a base to service markets 
across Asia and Europe. The scale, however, varies. 
Players such as home appliance giant Electrolux, 
telecom equipment major Ericsson, truck-maker Volvo 
and drug company AstraZeneca have taken on the 
India opportunity quite aggressively. Electrolux, apart 
from selling consumer appliance to Indians, has put for- 
ward a plan to source big time from India, apart from 
outsourcing some part of its IT requirement to the 


New moves: Volvo is ramping up its Indian operations 





country. AstraZeneca is banking big time on the success 
of the tuberculosis research work being done at its 
Bangalore research facility, something that Lars Walan, 
Vice President, Emerging Markets (Global Drug 
Development), of the company says will encourage 
more global pharma companies to outsource R&D 
work to India. And Ericsson, already a leading telecom 
equipment company in India, is learning the ropes of a 
new revenue opportunity (in services) by managing the 
entire network of Bharti Enterprises. Then there are IKEA 
and Hennes & Mauritz, two icons of Swedish design 
success, with big Indian operations primarily the sour- 
cing of textiles, apparel and home furnishings for their 
retail stores across the world. 

Still, Sweden isn't outsourcing enough rr to India as 
yet, for the Baltic States and Poland compete very suc- 
cessfully with India. In some sense, Sweden woke up to 
the India opportunity only when John Kerry was raising 
the outsourcing issue during the run-up to the American 
presidential elections last year. Sweden is still in discovery 
phase on what India has to offer. 

Walk down any high street in any Swedish city 
and you can't miss Indiska, a very old, very popular 
and very successful 62-store retail chain that sells 
Indian handicrafts, utility articles, accessories to 
style and design conscious Swedes; there is hardly a 
local Indian community in Sweden. It is time other 
businesses, Indian and Swedish, discovered that it is 
mere ignorance that keeps them away from success 
in each other's market. 0] 


THE INDIAN SPACE 


ODYSSEY 


ISRO has broken into the big league of the Space Club. 
It's a $100-billion-a-year market, but it will be some time 


before India Inc. can get its teeth fully into it. 
BY ARNAB MITRA AND RAHUI SACHITANAND 


ISRO STATIONS 
ACROSS THE WORLD 


= Current stations: US (five 
centres), China, Germany, Iran, 
Russia, Myanmar, Taiwan, Spain, 
plus three mobile stations 


« Archive stations: Germany, 
Australia, South Korea, Dubai, 
Ecuador, Japan, Abu Dhabi, Saudi 
Arabia, Thailand and Argentina 


з Upcoming stations: US, 
Malaysia and Algeria 


ISRO CUSTOMERS 


з Satellites, systems and 
sub-systems: Hughes Space & 
Communications (US), Matra 
Marconi Space (France), 

DLR (Germany), MELCO (Japan), 
MEASAT (Malaysia) 

« Launch services: KAIST 
(South Korea), DLR (Germany), 
Verhaert (Belgium) 

з On orbit support: Panamsat, 
World Space, GE Americom, 
Eutelsat 

= Consultancy: ASC Enterprises, 
ONGC, Indian Oil, MEASAT, 
Space Imaging 


The final frontier: The GSLV lifts off from the launch pad in Sriharikota 
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HE SO-CALLED “SPACE CLUB” 
is a closed circle. Its mem- 
bers—the us, the Uk, 
Russia, China, France, 
Germany and Japan—jea- 





i: lously guard their turf, and a *No 


Vacancy" sign hangs permanently 
outside its barred doors. But on 
December 20 last year, club mem- 
bers got a rude shock, An inter- 
loper gatecrashed into their hal- 
lowed precincts and announced, 
without so much as a by your leave, 
that it was joining the party. 

That day, Antrix Corporation, 
the marketing arm of the Indian 
Space Research Organisation (ISRO), 
signed a joint venture agreement 
with MEASAT Global Bhd of Malaysia 
“to pool their capabilities to 
develop a satellite neighbourhood 





for millions of broadcasting and 
telecommunications customers 
across the Asia-Pacific region”, 
Hidden somewhere in the fine print 
was a clause under which ISRO will 
design and build a two-tonne com- 
munications satellite for MEASAT and 
launch it from Sriharikota. The 
D-Day: Sometime in Q1 of 2007. It 
was, to paraphrase Neil Armstrong, 
a small step for Antrix, but a giant 
leap for India. Why? In the past 
ISRO has designed, built and 
launched education and research 
satellites in the 100-300-kg pay- 
load range. But this is its first con- 
tract for a "big" commercial satellite. 

A paradox of the $100-billion- 
a-year (Rs 4,40,000 crore) space 
business is that while rocket and 
satellite launches provide dramatic 


WHAT LIES BENEATH: 
INDIA'S SPACE BASE 





television footage and grab the head- 
lines, the real moolah—up to 70 
per cent by some estimates—lies 
in services, particularly direct- 
to-home (DTH) television, informs 
K.R. Sridhara Murthi, Executive 
Director, Antrix, The 50:50 joint 
venture will pool capacities from 
the INSAT and MEASAT satellites and 
provide C-band services to over 70 
per cent of the world's population 
and DTH quality Ku-band satellite 
services to millions of households in 
South Asia, Malaysia, Indonesia, 
Indo-China and Australia. Rupert 
Murdoch and Subhash Chandra, 
please take note.., 

This is not Antrix’s first foray 
into the global market for space 
products, Space | maging, a US com- 
pany, markets ISRO's remote sensing 
data to its clients all over the world, 
informs G. Madhavan Nair, Chair- 
man of ISRO and Secretary, Depart- 
ment of Space, Government of 
India. Antrix, which claims a 15-20 
per cent share of this market, finished 
2003-04 with a turnover of Rs 300 
crore. Exports accounted for 75 per 

cent of this. It hopes to end this 

fiscal with a topline of Rs 900 
crore, a growth of 200 per 
cent. And things are expected to 
improve even further after the 
MEASAT JV becomes operational. 

When that happens, India Inc. 
too can expect to rake in big bucks 
from this sector. Already, private 
and public sector biggies like Godrej 
& Boyce, Larsen & Toubro (L&D, 
Hindustan Aeronautics (HAL) and 
Bharat Electronics (BEL), and smaller 
specialty companies like Hyderabad- 
based MTAR and Chennai-based 
Valeth High Tech Composites play 
critical roles in India's space pro- 
gramme. Godrej, which developed 
and produced the liquid propul- 
sion engines, ground station and 
on-board antennae for the coun- 
try's space programme, did busi- 
ness worth about Rs 14 crore last 
year with the ISRO-Antrix combine. 
This miniscule figure belies the 
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On the job: Sci 
the Edusat at ISRO, Bangalore 


BROAD SPECTRUM 


Antrix markets the following 
products and services: 


Operational space 
services: Communications 
in C, Extended C (C+), S and 
Ku bands; earth observation 
services; data access and 
allied products 


Space communications 
systems & software: Design, 
development, fabrication and 
testing of satellite systems with 
communications, multi-purpose 
and remote sensing payloads 
$ Launch services: Design, 
development and launch of a 
variety of spacecraft with 
various payload capabilities 
for both preliminary and 
auxiliary payloads 

: Ground systems: Supply 
and establishment of ground 
systems, ground stations, 
earth stations and antennae 
systems with customised 
software on turnkey basis 
Mission support: Satellite 
control centres, mission control 
centres an {гу & 
telecommand stations 

Training, consultancy 
and allied services: 
Technical consultancy and 
training clients’ personnel 
in the fields of space and 
applications. Hiring 
and leasing satellite 
transponders for clients 
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Indian Space Research 
Organisation (ISRO) 


complex  skills— precision 
machining, welding of unlike 
materials and super alloys, and 
top-of-the-line research and deve- 
lopment—required to service these 
orders. L&T declined to speak to BT 
on the subject. The Rs 6-crore 
Valeth makes high purity, high 
temperature resistant silica fabrics 
and is the country's only manu- 
facturer of this material, which 
has a melting point of 1,700 deg- 
rees Celsius. Peter Valeth, MD of 
the company, says ISRO accounts 
for about 50 per cent of his 
turnover. He is eyeing regular 
civilian applications for his pro- 
ducts. “Silica, being highly heat 
resistant, can be used in continuous 
process industries like power and 
fertiliser, as furnace insulators and 
in firefighting,” says Valeth. Dental 
fillings made from composite 
materials, lightweight polyurethane 
feet (better known as the Jaipur 
Foot) and titanium alloy medical 
implants are some of the other 
civilian applications of space tech- 
nology that can become money 
spinners in future. The bulk of 
ISRO contracts, however, goes to 
public sector companies like HAL 
and BEL. Ashok Nayak, GM of the: 
former’s aerospace division, esti- 
mated that “HAL does Rs 300-400 
crore worth business with ISRO". 
BEL expects Rs 200-crore worth 
orders over the next 4-5. years. 
These figures—small and 
inconsequential in the context of 
the billions of dollars floating 





; * Launch Vehicles 


M Applications 
4. p 


around in the space sector—will 
doubtless get a boost when India's 
ambitious Rs 380-crore moon mis- 
sion, Chandrayan, blasts off in 2008. 
Already, isRO and Antrix have 
received enquiries from foreign 
companies and agencies that want to 
place their instruments on board 
the 525-kg satellite. The demons- 
trator effect of the project, coupled 
with a crucial 30 per cent cost 
advantage that ISRO enjoys over its 
Western counterparts, is expected to 
win India more contracts—with 
lucrative spin-offs for India Inc. 

But before that happens, the 
government—as well as ISRO and 
Antrix—will have to withstand con- 
siderable pressure from the Big Boys 
who are loathe to allow newcomers 
to settle into their oligopolistic club. 
Of course, the arm-twisting will be 
disguised as an altruistic concern 
for world peace and missile proli- 
feration. “Government controls in 
vogue in the Us come in the way of 
market access, particularly when 
offering launch services," rues 
Antrix's Murthi. 

But India has, in the past, proved 
itself more than adept at beating 
sanctions (by whatever names 
called). Perhaps that is what gives 
ISRO, Antrix and India Inc. the con- 
fidence to aim, literally, for several 
pies across the skies. Œ 

ADDITIONAL REPORTING BY 
PRIYANKA SANGANI IN MUMBAI, 
E. KUMAR SHARMA IN 
HYDERABAD AND NITYA 
VARADARAJAN IN CHENNAI 





The power to book 


your railway tickets 
is in your hands. 





Online Railway Ticket Booking 
from Union Bank of India. 


Welcome to the Online 


Railway Ticket Booking service 
from Union Bank of India. Plan, 
book and pay for all your tickets 
online and have it delivered at 
your doorstep. No extra 
charges from bank. 


Conditions Apply. 
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Online Tickets booked in 5 clicks: 


Log on to http://www.irctc.co.in to register your details with the 
Indian Railways (IRCTC). 


Plan your travel online and check for seat availability. 
Choose Union Bank of India as the 'Payment Option’. 


Login to Internet banking and confirm the online payment from 
your account. 


Print or save your ticket details while also getting it couriered to 
your registered address. 


Service available to all our Internet Banking users. 


www.unionbankofindia.com / www.unionbankonline.co.in 


Union Bank of India 
Good people to bank with 
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AN A.T. KEARNEY/ BUSINESS TODAY EVALUATION OF SUSTAINED VALUE CREATION 


HE CLARION CALL TO INCREASE SHAREHOLDER 

value combined with the intense scrutiny 

of investors and analysts has compelled 

many companies to focus on quarterly 

earnings to the point of obsession. Unfor- 
tunately, this short-term focus can be terminal. The 
temptation of downsizing and cost-cutting measures can 
lull even the most astute managers into a profit trap 
that may generate respectable shareholder returns in the 
short run, but fail to exploit the company's potential 
to generate long-term shareholder value. 

At the other extreme, unbridled growth cannot be 
viewed as the key to value creation. The largest of the 
Korean chaebols—including Hyundai and Daewoo 
(before the breakup)—were active in countless 
industries in their pursuit of unparalleled 
growth. Revenues grew steadily, but share- 
holder value did not. Some companies 
(like Bayer) have tried both approaches 
and have learned that neither simple reve- 
nue growth nor an aggressive profit focus 
optimises shareholder value in and of itself. 

The key word is balance. When 
companies find the right balance 
between profit and growth as 
strategic co-objectives, they 
achieve what we at A.T. 
Kearney refer to as “value 
building growth" 
By outperforming 
their peers in terms 
of growth while 
keeping an eye on 
the bottom line, 


Vivek Gupta, “2 
Managing Director, 
AT. Kearney 





























*value builders" create the greatest sustainable share- 
holder value over the long term. And that is what 
counts, both in today's and tomorrow's world. 
Regardless of any regional differences or specific cir- 
cumstances within their industry, how companies 
chart their courses in steering their ships towards the 
port has much in common with merchant sea captains. 
Profit seekers: These profit-oriented captains shut- 
tle between safe, known ports and earn money by 
optimising their payloads and exerting tight control 
over their expenditures on crew and equipment. 
They sometimes behave as if they have no need to 
change their compass settings. They see no new 
ports to sail toward, no frontiers to conquer, and no 
new worlds to discover, explore and map. They 
keep trying to make the same thing better. 
Simple growers: Some captains, in contrast, 
see new ports everywhere they look. They 
pay less attention to the size and makeup of 
the load or to the state of their crew than to 
simply keep the fleet of ships sailing to as 
many harbours as possible. *More" is the 
watchword, not “better” 
Underperformers: Then, of course, many 
captains make it to the port either too late, 
with too little on board, or with second- 
rate crews. They may turn a small profit, 
but they never have the best places to 
dock, the best access to shipping lanes, 
or the highest quality connections in 
the right places. Neither more nor 
better works consistently. 
Value builders: A fourth group of 
captains, however, decides to 
strike an uncompromising balance 
on all fronts. They secure the right 
payloads from the best customers, 
manage their crews, and cons- 
tantly adjust their mix of 
old, established ports 


Vi Van, 




















гапа new ports with high potential. They combine 
|». more with better. 

Recognising the importance of this issue, A.T. 
Kearney undertook a global initiative to investigate the 
characteristics of successful growth. Our analysis 
examined more than 1,100 companies worldwide 
over a 10-year period, covering 24 industries in 34 
countries and including more than 80 in-depth case 


studies. In addition, over 50 interviews were con- 


ducted with CEOs and senior executives of leading 
companies including Bayer, Ericsson, Federal Express, 
General Electric, Coca-Cola, Mitsubishi Chemical, 
Sprint, Norsk Hydro and RWE. 


27 Те final analysis challenges traditional thinking 


г about the way top-line growth should be viewed 
апа understood. To gain new insights about value- 

. building growth, we developed a matrix showing four 
distinct growth types. Companies were categorised by 
their performance relative to industry average in 
terms of both revenue and shareholder value growth. 

©. The value builders achieve both above-average 
revenue growth and above-average growth in share- 
holder value over a long period. These companies con- 
stantly try to extend their advantage and push them- 
selves further into the upper right, trying to put as 
much distance as possible between themselves and the 
centre. They do this by consistently finding ways to stay 
ahead of their peers in the competition for growth 
opportunities, capital and talent. 

The profit seekers show revenue growth rates 
below their industry average, although they still create 
significant shareholder value. The simple growers 

manage to outperform their peers in generating reve- 
. nue, but over time the once anticipated profit fails to 


: a follow. Thus, the companies rank below their industry 


average in creating shareholder value. The underper- 
formers are below average on both counts: revenue 
growth and shareholder value creation, and move in 
exactly the opposite direction as the value builders. 


The Fundamentals Of Value-building Growth 

Since growth is a complex phenomenon, we found a 
wide variety of growth strategies, some of them, of 
course, specific to the particular cultures and compa- 
nies under study. Nevertheless, we could identify 
certain basic concepts that seem to hold true regard- 
less of geography, industry or company situation. In 
particular, we found five fundamentals of “Value- 
building” growth that synthesise our findings. For 
CEOs who want to pursue the alternative of value-buil- 
ding growth and strike a balance between growth 





and profitability, this may offer some guidance. 

1, Strong, successful (value-building growth) is possi- 
ble in any industry, in any region and at any phase of 
a business cycle 

2. Strong, stable growth is the decisive driver behind 
share prices 

3. Innovation, geographic expansion and risk-taking 
fuel value-building growth 

4. Growth is spiral shaped, not linear 

5. Value-building growth follows a specific pattern and 
can be learned | 


The А.Т. Kearney-Business Today Study Of 

India's Best Managed Company 

Last year Business Today and A.T. Kearney colla- 
borated on this model in the Indian context to 


THE VALUE GROWTH MATRIX 


> Industry Average” 


Efficiency Seekers 
«Industry Average Adjusted market value growth* 
*Market Value Growth adjusted for changes in equity 


Revenue Growth 
"Industry Average 


 2»]ndustry Average 


understand what makes Indian companies tick. We 
expanded on the original Value Building Growth 
Model using a series of filters, and thus the А.Т. 
Kearney-Business Today study of India’s Best 
Managed Company was born. Thirteen Indian com- 
panies across sectors were identified as India’s best- 
managed companies across various quantitative and 
qualitative parameters backed by a stamp of approval 
from an eminent panel of industry experts. As we 
march towards the second A.T. Kearney-Business 
Today study of India’s Best Managed Company, 
this is merely to lay the context. 

We continue with this series in the next edition, 
which will highlight the improvements we have made 
together for the second edition of this path breaking 
study for India Inc. I am certain that our learnings and 
improvements will be of great value. 
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You could be, but your priorities could be all wrong. Insurance, more than 
anything else, requires a well thought-out strategy. By SHILPA NAYAK 


F YOU CAN INSURE FOR AS MUCH AS THE COST OF 

your car, you can surely insure the cost of your 

life based on your earning potential as well as the 

needs of the family,” says Kamal Bhageria, 47, 

self-employed chartered accountant. Not that 
it’s an earth-shattering revelation. All of us know it, but 
few care to actually follow it. Bhageria is different, and 
has practised what he preaches. He has Rs 50 lakh life 
cover that includes a key man policy for his company, 
a contingency cover against fire/flood for his office, 
adequate cover for his car, medical insurance for his 
family and insurance for his home. 

Tragedy strikes without warning, so it helps to 
have adequate cover. Take Edward Fernandes, for 
instance. Now 51, Fernandes, an erstwhile supervisor 
with a private company, met with a road accident 
eight years ago, and after being in coma for two 
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months, was rendered completely disabled. His endow- 
ment policy, coming when he had 16-odd years of 
working life left, got him an annual pension equivalent 
to 10 per cent of his sum assured of Rs 2.5 lakh. For 
someone who has been tragically wrenched away from 
earning opportunities, that’s a great help, something that 
his wife, Ela, a government employee, acknowledges: 
“Though the pension he gets is not really enough to run 
a household, it at least takes care of his expenses.” In 
addition, he will receive the sum assured at maturity, 
without needing to pay any more premiums. 

For most Indians, insurance policies are viewed as 
tax-saving instruments. Which explains why, despite 
insurance premiums accounting for 2-3 per cent of the 
country’s GDP, India lags far behind developed 
economies such as the us in terms of per capita insu- 
rance spend (see Not Enough). Not that you shouldn’t 





save on your taxes; it’s just that taking insurance purely 
for tax-saving reasons leaves you with the very real dan- 
ger of being under-insured, and under-prepared for 
unforeseen contingencies. And insurance, being an 
investment like any other, requires a comprehensive 
strategy, right from the time you start your working life. 


Insuring Life 
The ideal time to start life insurance is when you start 
earning, as insurance is a cover for lost income. That’s 
because: one, the premiums are low in term covers, and 
two, premiums are lower when you are younger. “At a 
younger age, savings are less. Hence, protection of 
income comes first,” says Sanjay Tripathy, Head 
(Marketing), HDFC Standard Life Insurance. And since 
insurance policies are generally for several years, the 
premium, which stays constant through its term, pro- 
vides better value over the long term. 

And how do you know how much cover you need? 


Are You Insured? 


The Buyback 
Option | 


| Credit Or Debit? | 





Says У. Rajagopalan, Chief Actuary, 
ICICI Prudential Life Insurance, 
"Broadly, between age 30 and 35, 
the insurance should be up to 15 
times the annual salary. As age 
advances, say 45-50, this multiple 
could be up to eight times." Also, 
according to Rajagopalan, after 50 
years of age, the insurance needs 
of a person change dramatically 
from life cover to medical cover. 
It’s also a good idea to go in for 
health riders in the product you 
choose, as it can add weight to any 
medical insurance you have, which 
may not be enough to cover certain 
ailments given the accelerating cost 
of medical services. ^A critical illness 
rider on an endowment policy, for 
example, provides protection against 
critical illnesses like major organ 
transplants, valve replacement sur- 
gery, bypass surgery and cancer," 
says Pratish Sohni, an insurance advi- 
sor with a private insurance com- 
pany. Also, a rider with an acci- 
dent/disability cover not only waives 
off future premiums (in the event of 
an accident), it also provides 10 
per cent of the sum assured annually 
for life, helping in providing that 
extra money to tide over financial troubles. 


Covering All Corners 
Your life, however, is not the only thing that needs to 
be insured. There are other contingencies that you 
need to be prepared for as well. “Illnesses, thefts 
and accidents can set back a family's finances a lot, so 
spending Rs 10 per day on insuring yourself against 
them is worth it," says Kamesh Goyal, Managing 
Director, Bajaj Allianz. That you can do through 
general insurance products, which are designed to 
cover tangible assets (motor vehicles and homes) as 
well as intangible ones (medical insurance and accident 
cover). You can also insure against accidents or other 
problems while undertaking overseas travel, whether 
on business or on vacation. 

General insurance policies are typically short-term 
in nature with an expiry period of (up to) one year. 
Here also, timing is important. Says Antony Jacob, 
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In coma for two months after a road accident eight years ago, Fernandes recuperated 
partially, but was left completely disabled. That's when his endowment policy came in 
handy. Besides not being required to pay further premiums on the policy, 
to be in force till maturity, the insurance company also granted him an annual pension 
equivalent to around 10 per cent of the sum assured for his lifetime. Though the pension does 
not cover all his household expenses, it does account for his basic requirements. 


Managing Director, Royal Sundaram Alliance Insurance: 
“Ideally, insurance should be taken as soon as tangible 
assets are acquired." That means, for instance, if you are 
buying a house, go for home insurance as soon as you 
take possession of the property. For a house worth 
Rs 40 lakh, the annual premium works out to 
Rs 2,841, which is just about Rs 7-odd a day. 

And if you've taken a loan for the property, be 
sure you have a home loan cover, which provides for 
loan repayment in case of untimely death. The indica- 
tive premium is Rs 500 per lakh for a healthy male of 
around 35 years of age. Vehicle insurance is common in 
India, where your car gets insured once you buy one; of 
course, you have to remember to renew it every year. 

Then, there's the health aspect. Changing lifestyles 
have made Indians more susceptible to lifestyle diseases, 
and this increases the necessity to go in for medical insu- 
rance at the earliest possible age. The annual premium 
for a health cover is around Rs 1,500 per lakh for a 
19-45-year-old male. Also, if you're into regular 
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Not Enough 


Indians compare poorly to Americans in terms 
of insurance spend. 
1,980.2 


1,657.5 


3.5 





Life Non-life 
B India BUSA 
Figures are insurance spend per capita in 2003 in dollars 
Source: Royal Sundaram Alliance Insurance 


international travel, it’s safer to be 
backed up by travel insurance, since 
medical treatment abroad is an 
expensive proposition and so are 
situations like loss of passport or 
baggage. Travel insurance offers 
cashless hospitalisation, and treat- 
ment for accidents and illnesses 
during a visit abroad for individuals 
up to 70 years of age. An amount of 
around Rs 1,100 can get you a 
comprehensive single-trip cover for 
$50,000 (Rs 22 lakh) for a 15-day 
trip anywhere in the world. 

There are other insurance pro- 
ducts too that could be useful: wed- 
ding insurance (cover against cancellation/ postpone- 
ment of a wedding, burglary during marriages, etc.), 
payment of housing loan instalment due to loss of 
job, and cover for pilgrims during holy pilgrimages such 
as Amarnath Yatra. 

How much you spend on insurance—both life 
and non-life—obviously depends on your disposable 
income, as well as lifestyle. A general assessment is 
made by Rajagopalan of icici Prudential Life 
Insurance: “Insurance should be around 25 per cent 
of the total annual savings, to be reviewed once in 
three to five years till the 30s, and more frequently as 
age advances.” Despite the obvious low level of insu- 
rance in India, Royal Sundaram Alliance’s Jacob is 
optimistic: “There is significant under-insurance in the 
country that will be corrected as the economy grows 
and matures.” Your objective should be to look beyond 
tax benefits for insurance products, and chalk out a 
lifelong plan to ensure that life’s vagaries inflict 
minimum discomfort on you and your family. 


which will continue 
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Companies offer stock buybacks for varying reasons. Should you sell, 
or hold on to your shares? BY suit pA NAYAK 


N DECEMBER 20, 2004, WHEN RELIANCE INDUSTRIES 

(RIL) Chairman and Managing Director Mukesh 

Ambani announced his company's intention to 
buy back shares from investors up to an amount not 
exceeding Rs 2,999 crore, it was not an entirely 
unexpected move. For a month at the time, the com- 
pany had been embroiled in a controversy over 
ownership issues between Mukesh and his younger 
brother, RIL Vice Chairman and Managing Director 
Anil, which had beaten the RIL. stock down, eroding 10 
per cent of its market capitalisation. The announce- 
ment—which offered to buy back shares at a price 
not exceeding Rs 570, a premium of nearly 20 per cent 
over the then stock price of Rs 480, and was aimed at 
what the company called its “desire to maximise returns 
to investors and enhance overall shareholder value"— 
helped RIL’s stock recover to Rs 530 over the next 10 
days, restoring investor confidence to some extent. 

It isn't just Reliance, though (see The Real Picture for 
more buyback examples), and it isn’t just about prop- 
ping up stock prices either. Companies the world 
over, not just in India, resort to stock buybacks for a 
variety of reasons, and through various avenues. 


How Buybacks Work 

According to regulations of the Securities and Exchange 

Board of India (SERN, India's stock market regulator, . 
companies can buy back their shares from existing 

shareholders on a proportionate basis either through 

tender offers or from the open market. Buyback. 
schemes through stock exchanges are open for a year, 

As for tender offers, shareholders receive tendet/ offer 

forms from the company. Intimation about acceptance 

of shares is sent within 15 days of closure of the offer, 

and share certifications or cash (whatever the case may 

be) is sent within 21 days from the closure date. 

One situation when companies go for a buyback 
offer is when there is surplus cash flow and no immediate 
need for cash to fund expansion plans. A buyback makes 
better sense for such a cash-rich company than, say, 
investing the cash in unrelated diversifications that may 
result in losses in the long run. Then, once a company 
buys back a certain number of shares, the outstanding 
shares in the hands of investors come down, leading to 
a rise in its stock price. A buyback is also an opportunity 
for promoters of a company to strengthen their stake in 
the company, reducing the chance of a hostile takeover: 
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The price you get per share can be lower than what was offered, and companies may even choose not to buy back any shares at all. 





Issuer Offer Closure of Method of Securities sought Max offer price No. of shares „молие Consideration paid 
4 made on the otfer buyback to be bought back: (Rs per share) bought back (%) per share (Rs) 
MAMLE Aug 2, May 18, Open ma Up to Rs 1,100. 
INDUSTRIES through SE бов 0 0 0 
Sep. 18, Oct. 6, Existing 1,80,00,000 , E 
0 200 shareholders shares 40 1,82,07,304 10115 400 
PRPS Deos, Ми, Open market Not exceeding 4 ; 

ЧИН ж Ж throughSE Rs 150 crore 42 4,29,40,921 НА 34.91 





RELIANCE 
INDUSTRIES 


Open market 


July 31,  June4 
2001 2002 through SE 


23, July 25, Wet to Rs 100 E 
EE E a as A 4 — 2,594168 NA. 2827 


{ Mar. 7, 21, Open market Not exceeding - К 
ы, ME er Ши 100 ЖОШ н 135 


Up to Rs 1,100 ў 
crore 303 ? i 


MJAR) Feb.8, 20у 22, Open market 74,46,597 - үз 
TX] 2002 2002 through SE (10%) shares 825 7,58,530 10.19 734.79 
Sep.5,  June2, Ореп market 25,00,000 b 
2002 2003 through SE (25%) shares 650 17,38,400 69.54 529.13 
June 17,  Aug.7, Open market 25,00,000 ; 
ПАШ 204 2и through SE shares 650 12,21,887 49 636.81 
June 21, И =з 0606000, j 
2004 2005 through SE shares 525 Not over yet NA. N.A. 
Data Source. SEBI МА: Not Available SE: Stock Exchange 
What You Get after a buyback, return ratios improve. And this 


In most cases, a buyback offer results іп a win-win. 


situation for investors. One exception is when a com- 
pany wants to buy back its shares in order to delist from 
stock exchanges, leaving investors with no option but 
to sell their shares. Companies that have delisted in the 
past include Hoganas India, E-Serve, Wartsila, Reckitt 
Benckiser, Madura Coats and Cadbury. 

In all other cases, however, buybacks offer bene- 
fits for both those who sell their shares as well as 
those who don't. Those who stay with the com- 


pany benefit, as earnings get better. Says Rohit. 


Srivastava, Market Strategist, Sharekhan: "The drop 
in the floating stock of a company and increase in its 
earnings can enhance valuations significantly." Then, 
if a company looks to have good growth prospects, 
there is no reason why shareholders shouldn't stay 
with the company. The only hitch? *Investors need 
to have a long-term approach as the holding period 
is longer," explains Jigar Shah, Vice President, KR 
Choksey Shares & Securities. 


Also, excessive cash on the books is not seen as a 


healthy financial policy since it has a sluggish effect 
on the return ratios. Once cash reserves are diluted 
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augurs well for the company and its shareholders. 
Shareholders who stick to a company also benefit 
from a relative increase in their stake in the company. 
As for those who choose to exit, the obvious gain is 
the cash they receive (which is generally at a premium 
over prevailing stock prices). There is a catch, how- 
ever. Whatever profit you make (the difference bet- 
ween the price you bought the share in and the 
value you get from the buyback) is subject to capital 
gains tax. So check first if the premium is more than 
the tax outflow; if not, it would be a better idea to sell 
the shares in the open market or, alternatively, hold 
on to your shares. 

Among companies with buyback offers currently 
active are Reliance and Procter & Gamble. Investors 
should stay with Reliance since it is still undervalued 
and has good growth potential; as for P&G, after its 
proposed merger with Gillette goes through, its 
stock valuations are likely to get better. So, stick 
around, As a guiding principle for buyback offers, 
don’t let just the premium lure you into selling 
shares. Assess the company’s growth prospects, and 
your tax liabilities, first. 
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Debit cards and credit cards provide you similar functionality, albeit 
differently. How do you choose between the two? BY SHILPA NAYAK 


HE LAST TIME YOU BOUGHT YOUR MONTHLY 
groceries, how did you pay? Chances are, 
through your debit card. And when you bought 
that high-end plasma Tv? Credit card, most likely. 
-.. For most of us, plastic money, as in debit and credit 
| cards, bring a high degree of flexibility and convenience. 
Of course, it’s anyday safer to carry these plastic thinga- 
majigs than wads of notes in your 
pocket. And while credit cards need to 
be acquired, debit cards have become 
common thanks to banks’ policy of 
providing every new savings account 
holder with the ubiquitous ATM card 
that doubles up as a debit card. 
"While both provide a similar, basic 
furiction—enabling purchases without 
` ready, cash—they do it differently. 
Credit cards behave like a money- 
lender; when you make a purchase, — 
you have to pay back the billed amount: 
to the lender (which is a bank) within a 
specified period (normally 40 days), else 
interest mounts on the amount. That 


up to 40 per cent interest per annum. 
Debit cards, on the other hand, behave 
like a mobile savings account, where. 
the, purchase amount is straightaway 
deducted from the savings account that . 
the card links up to. 

Now, picture this: as you stroll Бу а db phone: 


showroom, the latest Nokia 7710 catches your fancy, · 


and proves too lucrative for you to pass by. But with a 
price tag of around Rs 30,000, it isn’t something you'd 
buy using your debit card, and have a hole drilled 
into your savings account. Such impulsive and high- 
ticket purchases are where credit cards really show 
their value; payment can be deferred till the due date, 
- and if you have the ability to handle the interest rates, 
_ perhaps even rolled over for a longer duration. Debit 
. cards, on the other hand, are useful for small-value 














buys such as groceries or gas refills. Explains 
V. Vaidyanathan, Senior General Manager and Country 
Head (Retail Business), icict Bank: “Typicall y, debit and 
credit cards together encompass the entire spectrum of 
customer spends." 

This i is, of course, assuming that you have both 

cards, and given their distinctly different 
spending patterns, there's no reason why 
уон shouldn't, “Customers should: have 
both cards and use them according to 
their cash flow and nature of transac- 
tions,” says Amresh Acharya, Vice 
President and Head (Retail Liabilities), 
HDFC Bank. Having said that, however, 
cases сап also у made out for having j ust 
one of the two 
к lf you are dié forgetful kind яо is 
likely to have trouble keeping track of 
- credit card bills, debit card is what you 
should be charging your expenses to. 
„п For the jet-setting executive type 
whose company foots the bill for 
expenses incurred, credit card is but a 
. natural choice. 
om Once your salary comes into your 
account, you stash it away into deposits 
~~ and other i investments, and maintain a 
] minimal savings account balance. If that 
sounds like you, debit cards are not of 
much use; go for credit cards. 
wf credit card companies refuse to give you a card due 
to your nature of job or low salary and so on, you don't 
have much choice but to go with debit cards, 
m If you have a reasonable bank balance at most times, 
you can use the debit card more often, at least for 
recurring expenses. 

Whichever suits your profile, you will do well to 
inculcate a safety- first approach. That is, maintain area- 
sonable savings account balance for debit cards, and pay 
back credit card dues in time. Otherwise, even plastic 
money has a propensity to explode in your face. Bl 
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PHARMA INTAKE 


‘The White Coats 


Are Coming 


Indian pharma looks out for scientific skills to play a global game. by AMANPREET SINGH 


HILE THE INDIAN PHARMA INDUSTRY SWEATS 
over intellectual property rights (IPRs), dig- 
nified cheers of ‘hallelujah’ can be heard in 
labs across the country. Money making will soon depend, 
more than ever, on the marvels produced by the quaint 
men and women in lab coats to be found squinting at test 
tubes. Under the new patent regime, drug discovery is 
to become the big chase. This means hiring scientists. 


Signs Everywhere 

Delhi-based Ranbaxy, which spends about 7 per cent of 
sales on research and development (R&D) and wants to 
take it to 10 per cent by 2010, is about to flag off its 
fourth R&D centre right next to its first one, in Gurgaon, 
a satellite town of Delhi in Haryana that is projected to 


emerge as one of Asia’s most vibrant healthcare hubs. 

It has been a few years coming. Indian pharma’s ave- 
rage investment in R&D as a percentage of sales has risen 
from a mere 1.8 per cent in 1995 to an expected 6 per 
cent this year. “This is a clear indication of the confi- 
dence of private enterprise in the potential for rewards,” 
says D.G. Shah, Secretary General of the Indian 
Pharmaceutical Alliance. Still, absolute R&D budgets are 
tiny in world comparison; global pharma majors 
spend many times more on R&D than the entire Indian 
pharma industry’s revenues. Drug discovery is enor- 
mously resource-consuming. 

The odds, therefore, are steep. 

But that’s no deterrent to dedicated and sharply- 
focussed players. “The efficiency and productivity of 


White-coat lure: Ranbaxy plans an additional R&D centre, like this one, in Gurgaon, and is likely to hire scientists aggressively 


Under 
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the new patent regime, drug discovery will 





R&D in Indian pharma is much higher,” 
in Shah’s estimation. What's more, 
while it’s a chancy game hitting upon 
that one blockbuster drug that reshapes 
the contours of healthcare, it’s still 
the industry’s best bet for the future. 
The idea is to leverage India’s low- 
cost base of scientific manpower being 
generated in such awesome numbers by 
the education system. “This is a ques- 
tion of survival,” says Kishore Babu, 
CFO at Divi’s Laboratories, “earlier, 
people were merely copying drugs.” 
And survival is a big motivator. 


White Coat Demand 
Naukri.com, a job site, lists some 2,500 
jobs in pharma at the moment, a fifth 
of them in R&D—up from just 100 
R&D jobs last year. The demand is 
mostly for clinical and research scien- 
tists, and salaries are rising fast. “The 
selling power of the R&D professional 
has gone up, especially in middle mana- 
gement,” observes Swapnil Tripathi, 
Head of Operations at Naukri.com. 
Qualifications? PhDs, M.Pharma and 
M.Sc. degrees in pharmacology, phar- 
maceutics, organic, analytical and medi- 
cinal chemistry are hot. Advanced deg- 
rees in molecular biology and toxi- 
cology also have a lot of takers. 
Ranbaxy currently employs 1,000 
R&D professionals, and the number 
could rise due to aggressive hiring 
with the addition of its fourth centre, 
conceived as part of its passion for 
new drugs. “We will hire in the fields 
of medicinal and analytical chemistry, 
pharmacology, biotech and microbio- 
logy,” discloses Udbhav Ganjoo, 
Director (HRD) of R&D at Ranbaxy. 
Others are hiring too. Sun Pharma, 
which has some 390 R&D professionals 
in Mumbai and Baroda, plans to hire 
275 more. This promises to change 
the cultural dynamics of these com- 
panies. Listen to T. Rajamannar, Senior 
VP at Sun Pharma Advanced Research 
Centre; while graduating from the 
University of Zurich, his Passion was to 


“find just that one molecule—discover 
how it behaves in the environment, 
and works even after five years". At 42 
now, his sense of microscopic focus has 
begun to pervade the premises. 

Or ask Glenmark. With about 300 
R&D professionals, this firm is busy 
hunting out biologists with expertise in 
in-vivo and in-vitro fields of speciali- 
sation. “Indian scientists are now 
being recognised for their ability 
to undertake cutting-edge research,” 
offers Swaroop Kumar V.V.S, a 
37-year-old PhD in pharmaceutical 
sciences from Andhra University. 


For Top Flight Talent 

Finding scientists who can actually 
make the big finds, of course, is a rare- 
fied skill in itself. The best minds are 
hard to get. According to Glenn 
Saldanha, CEO and MD at Glenmark, 
“There is a 40 per cent increase (in 
salaries) at senior levels for basic and 
process research." Any firm's ability to 
lure talent is under watch these days. 
“Where the majority of skill sets are 
concerned,” says Saldanha, “it is the 
attracting rather than locating that 
poses a challenge.” Agrees Sun 
Pharma’s Chairman and Managing 
Director, Dilip Sanghvi: “At junior 
levels, it is difficult to retain people; at 
senior levels people who understand 
the interface between a lot of different 
sciences are difficult to find.” 

Firms, naturally, have taken to 
poaching one another's scientists. “But 
we are not scared of losing people 
because they cannot take away any 
sensitive information,” says Babu of 
Divi's, “as we do not violate patents.” 
It's with reverse engineering that leaks 
occur, he indicates, not with high- 
integrity endeavours. 

Sangeeta Sabharwal, Executive 
Director at Ma Foi, has been watching 
pharma recruitment trends closely, 
and expects the action to pick up 
strongly. The white coats are coming. 
It's for them now to shake things up. 
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COUNSELLING 


| am a 25-year-old mechanical engineer, working as a 
shift engineer in a steel company for three years. Before this 
| worked as a graduate apprentice trainee in a steel company, 
which is ranked #1 in India. As per my knowledge, the work 
that | am doing (at the roll grinding shop and at the hot 
rolling mill) has very low chance of growth in any other 
industry. | am looking for a change of job and a change of 
position, but | have not been getting a positive response to 
any of my job applications. | am not financially secure 
enough to do a course outside my job. Please help. 

At times, it makes better sense to stick to where you are. 
That's because it is difficult to change jobs in a field like 
yours, especially considering the fact that the experience 
you have is limited and very specialised. On the other 
hand, if you are ready to compromise on seniority, any 
field where a mechanical engineering degree is required 
could be an option for you. Depending on whether you 
want to stick to the metallurgical field or not, several 
industries like light and heavy engineering, automobiles, 
auto parts, and so on are open to you. 


| am 22 years old and will be completing my BE (computer 
science and engineering) in June 2005. | have already got a 
job in a good IT company, which will pay me Rs 2.4 lakh per 
annum. However, | am undecided on whether | should 
take up the offer. That's because | appeared for CAT and with- 
out any preparation did well enough to get admission to a 
II-tier business school. My dilemma is whether | should 
appear for my CAT again while working, or let the job go and 
join a business school right away to do my MBA. Please advise. 
You are in an enviable situation. Whatever you do 
will be good for you. If you work for a year and then 
do an MBA, the IT experience is going to look good 
on your resume. But your first year of employment 
will most likely be strenuous, leaving you with little 
time to study. On the other hand, if you think your 
chances of getting a higher grade and admission 
into a top tier institute are less than 50 per cent, go 
for the MBA now. But if you feel very confident 
that a retry will fetch you more marks, it may not be 
a bad idea to reappear for CAT. Ultimately, it’s about 
what you think you can achieve. 


HELE 
TARUN! 


| am a 25-year-old promotions manager for a record company 
in Bangalore, | earn a paltry salary and have trouble staying 
afloat in a city where the living costs have risen sharply. | am 
negotiating a job with a major record label in Mumbai and if 
that doesn’t work out, | want to seek work in some other 
metro since the living cost in Bangalore is too high for my 
means. | am stuck in a catch-22 situation—while | don't really 
make enough to afford the move to yet another costly city, | 
think such а move would greatly improve things for me 
professionally. What should | do? 

If you feel Bangalore is expensive, you haven't seen 
Mumbai yet. Mumbai may offer you greater chances if 
you get the opportunity you have mentioned, but it will 
certainly be much more expensive in terms of living 
cost. However, that’s not to say that it will not bea 
good change to make. It will, but make sure that you do 
not leave Bangalore without a job in hand. So be a little 
patient, try hard for a change of job and when a good 
one comes your way, make the shift. To speed up the 
process, you could visit Bombay, live with a friend, meet 
people and look for a job. 


| am a 25-year-old NIFD graduate currently working as an 
apparel designer for a buying house. My field of work is quite 
interesting but the problem is my immediate boss, who | feel 
is trying to rehash my designs and pass them off as his own 
in front of our chief designer. | have no other way to reach the 
chief designer, as all our sketches have to be approved by our 
respective department heads first. This is intellectual property 
theft, and | feel thoroughly cheated. Please advise me on how 
to get out of this sticky situation. 

The first question that you need to ask is whether 
your boss does the same to other subordinates. There 
is always strength in numbers. If you know of others 
with a similar problem, you could easily go together to 
the chief designer or some other person in authority and 
talk about it, Also, ask yourself whether it is just a feeling 
that you have. Maybe your boss is enhancing instead of 
rehashing your design. Are you learning on this job, and 
from your boss, or not? Answering these questions 
will help you make up your mind on whether to stay on 
or look for another job. ` 


Answers to your career concems are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—1 10055. 
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India’s No.1 


‘The Mirror 
Effect 


Why media salaries could outpace the rest. 


SUMEET INDER SINGH 


Translation: More money means more money 


AKE THAT THE MAGNIFIED MIRROR EFFECT. 

Advertising spending (media revenue, that is) 
tends to mirror the economic growth curve, but in a 
magnified way. So, if the economy slows, spending 
tanks; if it accelerates, spending goes into a frenzy— 
with a lag, sometimes, especially in transition 
economies such as India's. 

Upfront admission: keyboard рићсћегѕ who put 
this sort of thing into print have a self-serving interest 
in believing it. But it’s reasonable to expect that in a 
media industry that’s relatively free of market- 
distorting monopolistic muscle, media salaries could 
Start outpacing those in many other boom sectors 
(such as IT, rrES and financial services). Moreover, 
“There is much happening in the media and enter- 
tainment sector,” says Arun Das Mahapatra, 
Managing Partner, Heidrick & Struggles India. “The 
sector looks robust,” concurs Rekha Koshy, Practice 
Head (Entertainment Media & Communication), 
Accord India. And unlike in the not-so-distant past, it's 
not about a *new economy' of super-digitised fantasy. 
It's about the credible engagement of minds. 

SUPRIYA SHRINATE 
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Flippers 
For Thought 


Nirula’s needs career paths to take on McDonald's. 


IRULA'S, DELHI'S 1934-FOUNDED FAST-FOOD CHAIN, 
has seen McDonald's enter India, and is now 
confident that it won't just survive, but thrive—if it fans 
out across the landmass by adopting the global chain's 
replication strategy (of menu optimisation, systems, ser- 
vice, hygiene and quality standardisation). But perhaps 
the big edge that McDonald's has is its promise to 
rookie burger-flippers that they could make world- 
wide CEO some day, if they learn to manoeuvre their 
career paths instead of just being cogs In the machine. 
Nirula's isn't far behind on employee motivation, 
claims Group Captain D.V. Arora VSM, GM (HR & Admi- 
nistration), Nirula's. *Our recipe for success lies in being 
fair and firm, and law-abiding employers,” he says, 
adding that tests and interviews of rookies are conducted 
every quarter to promote at "least two-three people to 
the managerial cadre". At last count, some 15 managers 
had risen from the ‘team member level’ (people who serve 
you). The company’s all-India expansion plan, however, 
will require this to happen in much larger numbers. Will 
some big corporate honcho, 25 years on, be recounting 
his young days as a Nirula’s burger flipper? E 


PAYAL SETHI 





Watch it: This man at the counter could go places 


ISVS INOHS 
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Senior Management Jobs 


|. CHIEF TECHNOLOGY OFFICER (CTO 


ткт” г 


аа meme 


Extenprise eSolutions (Т) Рут. Ltd. 

Must possess a PG Degree from a reputed institute from USA. 
All the work experience must be in a software company and 
have demonstratable leadership qualities. Leader in Java 
technologies, XML, WebServices etc. 

Experience: 12 - 15 years 

Job Code: 23354959 


GM / SR. MANAGER - MARKETING 

Zycus Infotech Pvt. Ltd. 

The candidate will be responsible for Marketing / Product Marketing, 
Communication & Inside Sales activities. He / She will lead a small team 
of product marketing exercise includes Market Segmentation, Product 
Positioning, Competitive Analysis & Market Intelligence & Sales tools. 


. Experience: 8 - 10 years 


Job Code: 27014916 


~ CHIEF HUMAN RESOURCES OFFICER (BPO) 


Hector & Streak 

The incumbent would be part of the core group of top management, 
which will take the organization to the next level. The aim is to take 
this rapidly growing organization to a level where it is acknowledged 
as one of the best in the country in terms of HR practices. 
Experience: 15 - 20 years 

Job Code: 27006262 


HEAD OF RESEARCH & DEVELOPMENT 


- Beck India Ltd. 


The candidate would lead a team in planning & execution of R&D 
projects in Resins, Wire Enamels, Insulating Varnishes and 
Coatings & Sealants, in coordination with Marketing, Production 
& Technical Services. 

Experience: 10 - 14 years 

Job Code: 25957702 


VPSALES 

Scorc Information Technologies Lid. 

B.Tech(IT), preferably MBA, with 14-16 yrs. experience, out of 
which 3 yrs must be of VP/Head Sales in a reputed company. 
Exposure to smart cards business & sales(International Business 
exposure would be an added advantage). 

Experience: 14- 16 years 

Job Code: 26451914 


VP- SALES & MARKETING 

ABC Consultants Pvt. Ltd. 

Formulation and implementation of marketing and sales strategy 
for key accounts in India as well as overseas. Creating strategic, 
sector focused partnerships for addressing needs of telecom 
solution providers. 

Experience: 8 - 10 years 

Job Code: 26191997 


HOW TO APPLY FOR THESE JOBS: 


I. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 
З Tvne the iob ID number in the “Keyword Search" field 


VP RETAIL OPERATIONS 

Future Tech 

Oversee sales & operations of all the stores to maxi 
revenues & gaining / maintaining leadership in the market р 
Ensuring that the store proposition in respective loca 
remains relevant and best for the target customer at all t 
through a healthy mix of concessionaires & own operat 
Experience: 12- 15 years 

Job Code: 27047762 

DIRECTOR OF ENGINEERING 

Triad Infotech Pvt. Ltd. 

Work with the VP of Engineering, project managers and/or p 
leads to estimate, schedule and manage the product release 
projects. Work with the Architects and CTO to make sure pr 
releases and projects are properly architected and designed. 
Experience: 10 - 12 years 

Job Code: 26559967 


REGIONAL SALES MANAGER (WEST) 

cMango India Pvt. Ltd. 

The candidate should bea B.E. / B Tech / MBA with good 
years of enterprise sales experience in an IT services & sof 
product company. The candidate should have extensive exp 
in selling Enterprise Applications, Systems Integration solu: 
Experience: 6 - 10 years 

Job Code: 26088995 


HRMANAGER 

Techap India Pvt. Ltd. 

Basic Qualification MBA in Personnel / HR.Preferred Inc 
IT Services /Consulting company.Responsibility of all are 
HR (Sourcing, Recruitment, Development, Perform 
Compensation, Competencies, Policies, etc) 

Experience: 7 -10 years 

Job Code: 25933738 


GENERAL MANAGER - SALES 

Transasia Bio-medicals Ltd. 

Science Graduates( BSc/MSc)or BE/Btech. A Manage 
Degree or Diploma from a premier Institute prefe 
Excellent track record of meeting & exceeding targets in s 
line of work, should be a proven aggressive sales manager 
tremendous achievement orientation. 

Experience: 15-17 years 

Job Code : 26446176 

GM - MANUFACTURING OPERATIONS. 

Ceo Search Global Inc. 

Large scale Manufacturing of Plastic Components. Edu 
Engineering degree preferably in the field of Engineering P. 
Knowledge of manufacturing process including injection mc 
Process design, mould design & manufacturing. Experie: 
plant engineering, & factory management is essential. 
Experience: 15- 17 years 

Job Code : 25938255 
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FUNCTIONAL/TECHNICAL CONSULTANT 
infosys Technologies Limited 

Must have good understanding of HR processes and HR 
Packages, like peoplesoft, Oracle and SAP & As a technical 








isultant, person must have sound understanding of 
technologies. 

Sxperience: 4-5 years 

iob Code: 26931515 


3YSTEM ADMINISTRATOR 

(DBI Bank Ltd. 

dands on experience of administering systems based on Unix & NT 
platforms. Should be conversant with setting up the OS, backup & 
covery procedures & performance tuning procedures for different 
»perating systems like Hp-UX, Sun Solaris & Windows platforms. 
Experience: 4 - 7 years 

bb Code: 26457323 


-EAD ARCHITECT - TELECOM SERVICE 
'ROVIDER APPLICATION Wipro Technologies 
"lis position would be involved in transitioning of the billing 
pplication implemented. Onsite activities as customer meeting, 
onsulting activities, coordinating with offshore team for all the 
latifications. 

ixperience: 4-6 years 

ob Code: 26892484 


‘OFTWARE ENGINEER EE 

'upportSoft India Pvt. Ltd. 

ıs а software engineer, incumbent will respond for supportsoft 
roduct support issues from customers, partners, and 
mployees. Will also assist other team members in the diagnosis 
па reproduction of reported issues. 

‘xperience: 2-5 years 

2b Code: 26520389 


2DEVELOPERS 

atyam Computers Services Ltd. 

icumbent must have experience working with the i2 SCM suite 
f software. Functional Configuration - knowledge for Order 


ntry, Scheduling, Delivery process, Available to Promise (ATP), 
‘ake to Order, Order to Stock. 


xpetierice: 4-6 years 
ib Code: 26252355 


ENIORSOFTWARE ENGINEER 

trenta (India) Pvt. Ltd. 

ais opening requires the person who should be familiar with 
SIC esign flow and the EDA tools and methodologies used 
erein. He/she should carry in-depth knowledge of 
srilog/VHDL semantics from simulation and synthesis 
tspectives, and formal verification methodology. 


tperience: 2-4 years 
b Code: 23658782 


OW TO APPLY FOR THESE JOBS: 


Logon to www.monsterindia.com 
Click on "Search Jobs" link 
Type the job 1D number in the "Keyword Search" field 
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GROUP PROGRAM MANAGER 

Microsoft IDC | 
We are looking for BS or MS professionals who carry at least 
years of program management experience. As the Gror 
Program Manager you would be responsible for defining ar 
driving the next SQL Mobile release. US 
Experience: 3.- 8 years 

Job Code: 25118952 


PL/1 PROGRAMMER / ANALYSTS 

IBM India Ltd. me 
BE/B.Tech/ME/M.Tech or MCA with experience working wit 
PL/1. Earlier experience asa tech lead would help. | 
Experience: 3-9 years 

Job Code: 25371581 


LOTUS NOTES PROFESSIONALS 

Infinite Computer Solutions D 
Ideal person must have hands on experience on Lotus Note 
Should have extensive experience in development / maintenanc 
projects. Candidate should be able to work independently as ре 
the assigned tasks. UR 
Experience: 2 - 5 years 

Job Code: 26657387 


PROGRAM MANAGER 

SumTotal Systems India Ltd. x 
Incumbent must have good exposure on architect solutions t« 
address business needs. Primary point of contact fot al 
development and QA work done in India & interface with pee 
Program Managers in the US, 2 
Expetience: 8 - 10 years 

Job Code: 22787620 


SENIOR ASIC DESIGN ENGINEER 
Xambala um 
Applicant must have expert knowledge of Verlog / VHDE 
significant experience with Micro architecture development, | 
design, test development, ASIC verification, ASIC tools for synth 
& timing analysis, ASIC design, ASIC development process a must. | 
Experience: 4 - 8 years 7 
Job Code: 26253016 










SENIOR SOFTWARE ENGINEER - QA 

AOL India 

MCA, BE / BTech / MS / MTech / PhD degree in Compute: 
Science and Engineering or equivalent. Works with a componen 
of software life-cycle development; designing, developing, 
troubleshooting, debugging and implementing software. Designs 
highest risk, most critical components affecting an entire produ 
Experience: 4 - 8 years 
Job Code: 26658046 
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Sales and Marketing Jobs | 










































‘TELESALES SPECIALIST 
Web Development Company 
"The candidate must be Graduate / MBA from reputed institutes 
with relevant expertise of 2 — 4 years in field or phone sales. IT 
background. is a must. Advanced product knowledge, managing 
services opportunities, quality and processes knowledge. 
Experience: 2-4 years 
ob Code: 27061397, | 
SINESS DEVELOPMENT MANAGER 
| Gates Computing Pvt. Ltd. 
in MBA degree preferred. Minimum 10 years of business 
levelopment experience in service industty, preferably education 
r technology. Proven track record to meet and exceed sales quota. 
emonstrated ability to build and maintain a strong pipeline. 
xperience: 10 - 13 years 
ob Code: 26162892 


SALES ENGINEER 
Alupro Building Systems (P) Ltd. 

Needs to meet Architects, Corporate, Facility Managers, Institutional 
Heads, Builders etc., to create brand awareness and consolidate sales. 
The desired profile is Graduate/Diploma Holders in Mechanical 
Engineering Diploma/PG in Marketing will be an added advantage. 
Experience: 2 - 5 years 
ob Code: 27006151 


Degree in Arts / 
English and Tamilis a must. 


interpersonal relationship skills. 
_ Experience: 5 - 10 years 
_ Job Code: 26928427 


HOW TO APPLY FOR THESE JOBS: - 

l. Logon to www.monsterindia.com 

2. Click on "Search Jobs" link 

3. Type the job ID number in the “Keyword Search" field 


'To Manage Channel Sales Process with an ability to monitor and 
motivate the sales team. To Plan and organise direct sales in order 
to achieve the sales targets.Candidate must possess a Bachelors 
1 Commerce / Science. Required languages - 


Preferably MBA qualified. Preferably certified on computer 
related. software development/ internet/office tools. Overall 
matketing/business development experience of 2 years in good 
MNCsat the level of business development/marketing executive. 


xperienced in selling/marketing-financial products. MBA- 
atketing/Finance( non-premier). Concept selling with good 


ENGINEER - SALES 

Waaree Instruments Limited 

The person will be responsible to handle the sales & mark 
He will be responsible for complete care of customer report 
the sales manager. He will be one window for a customer & \ 
responsible to achieve set targets. 
Experience: 2-4 years 

Job Code: 26858022 . 


SENIOR SALES CO-ORDINATION OFFICER (^ 
PRODUCTS DIVISION) Мапікуа Plastichem Pvt. 
MustGraduates in Science/Commerce/Agriculture/Diplor 
engineering based in Mysore, experienced in coordinating 
Production, Purchase and Marketing departments and its outle 
Experience: 7 - 8 years | 

Job Code: 26566935 


COMMERCIAL MANAGER INDIA 

GE Corporate ү Hon | 
Job scope will be to promote GE Trading's transaction serv 
support of GE's growth objectives in the assigned regior 
will require close working relationships with the ind 
business sales teams and regional sales leaders and their cust 
Experience: 7 - 10 years К. ^g 
Job Code: 26831110 


AREASALES MANAGER 

Check & Cash Management 

An ideal candidate should be MBA & should have 4-6 yrs ha 
experience in reputed FMCG company. The role is to ach 
business targets through distribution & promotion excellen 
achieve sales targets, maintain credit terms, train the field fo: 
Experience: 4 - 6 years 5 

Job Code: 27062323 


MARKETING EXECUTIVE 

Pioneer Online Limited 

Responsible to generate. leads/projects, con 
marketing activities of the Northern region. Shouk 
prior experience in IT Marketing and good. con 
knowledge. 

Experience: 4 - 5 years 

Job Code: 26805901 


EXECUTIVE SALES 

Crossword Bookstores 

Experienced in Sales (Corporate Sales / education sc 
concept selling preferred). Candidate should posses: 
communication and presentation skills. A self motiv 
results driven individual. 
Experience: 1-2 years 

Job Code: 27063972 
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| SISSTAN T MANAGER(FINAN CE) 
Чада! irjuna Oil Corporation Ltd. 

uld have good exposure to finance, treasury, preparation of 
ty. Incumbent must be around 25 to 30 years of age group 
nd should be familiar with working on Tally, MS votes 
pplications. 
Experience: 5- 10 years 
ob Code: 27048168 


'ENIOR ACCOUNTS OFFICER 

Mahavir Enterprises Pvt. Ltd. — 

‘he ideal person must be B.Com/M.Com with at lait. 3 yrs of 
eriénce and must be less than 30 yrs. He/she should have 


Xposure on daily accounts entries, payment postings, bills 
niining and related accounts. 


ence: 3-10 years 
| le: 26058480 














COUNTS MANAGER BANKING 
tora Fashions Ltd. 


his Position would be responsible to йй banking 
ansactions of 100 crores garment exporting company..Person 
ill. be wholly responsible for interacting with bankers for 
btaining and maintaining credit limits and term loans. 
xperience: 3 - 8 years 

b р Gode: 26636993 








RTERED ACCOUNTANT CUM COMPANY 
ECRETARY 


ranavaditya Spg. Mills Ltd. 





‘perience in similar field. Incumbent would be responsible for 
‘cretarial and accounts of the company. 
xperience: 15-25 years 

»b Code: 26392071 

CCOUNTS HEAD 

hukanwala Tools Pvt. Ltd. 

ccounts head will assume independent responsibility & the entire ` 
‘counts team at HO & Plant will be responsible & report through 


is position. He/she will have to strengthen & develop a strong ` 


15 & implement procedures to achieve the group’s targets. 
xperience: 10-20 years 
b Code: 26340145 


OLLECTIONS ANALYST- DELHI 

ewlett Packard / HP- India 

з a collection analyst you would be responsible to oboli & manage 
counts in India within goal performance targets, manage customer's 
yments & behaviour within defined credit limits, analyze accounts 


zeivables, provide regular operational & management reporting on a 
aely basis. Person having MBA or CA degree will be given preference. 
xperience: 6-12 years 

b Code: 26981460 


ow o APPLY FOR THESE JOBS: 

Logon to www.monsterindia.com 

Click on "Search Jobs" link 

Typethe job ID number in the "Keyword Search" field 





, Experience: 6 - 15 years 


- ASSISTANT MANAGER / JUNIOR MANAGER 


FINANCE 


he ideal person must: be CA ‘qualified with having rich- 


DEPUTY MANAGER (INVEST 


. toHNI clients. 


‚ and determining valuation of tangible and intangible assets for 


SENIORINTERMEDIATE AUDIT MANAGE 
Aithent Technologies (P) Ltd. 
The role would involve overseeing / contribute to the ov all aud 
process, develop/contribute to the devel opmient of ar 
based on risk assessment of the client & appropriate р 
going client communications, reporting & post audit pre 













Job Code: 26802598 


INTERNAL AUDIT |. Ramky Infrastructure 
Incumbent must be Graduate/Post Graduate in Commerc 
an additional qualification of with 3 to &years of ex en 
good knowledge in project site auditing and knowledge 
accounting package, 

Experience:3 -8 years 
Job Code: 27005270 








CHARTERED ACCOUNTANTS 
Panoramic Group of Companies 

Chartered Accountant must have rich experienceán accaun 
costing, cost control, systems, inventory : men 
planning and controls. 
Experience: 5-8 years 
Job Code: 24344425 












RELATIONSHIP MANAGER - TRADE 










Marketing of collection business - inland as we 
other non-credit related TF & CB products.Building 
LCBD portfolio of the branch. Sourcing of corporate lia 
especially current account / EEFC account floats. 
Experience: 1-3 years 


Job Code: 25677020 


ADVISORS) 


Your role will be to drive & maximise retail sales of ҒА 
largely mutual funds, using financial planni 
as investment tools to offer comprehensive inv 


Experience: 2-5 years 
Job Code: 27012995 


FINANCIAL ADVISORY - BUSINES 
VALUATION ANALYST Deloitte 
Support project teams located in the U.S. to provide finan al 
consulting services relating to business and securities valuation 


regulatory, financial and tax purposes. 
Experience: 1-2years 
Job Code: 26987338 
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CAMPUS GREENHOUSES 


A Lesson In 
Entrepreneurship 


A clutch of B-schools is taking management education to its next logical step: 
helping turn business plans into real businesses. BY VENKATESHA BABU 
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Куг: lis ok нң : 
PHOTOGRAPHS BY DEEPAK G. PAWAR 


"It's not just money that draws people to us. What we offer is an environment 
and a network in which entrepreneurship can bloom" 


Mathew Manimala/ Professor Of Organisation Behaviour And The Jamuna Raghavan Chair Professor Of Entrepreneurship/ IIM-B 
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WO YEARS AGO WHEN SADASIVAM 

Ramakrisnan returned to India after spen- 

ding 13 years in the us working, among 

others, for DSL technology companies like 

Aspect and Telera (the latter was acquired 
by Alcatel in 2002), he was full of hope. The rr market 
was booming, thanks to the offshoring wave, and it 
seemed like the right time to launch a tech company of 
his own. Hooking up with an old colleague, Ian 
Morcott, and putting together a business plan, the 
University of Roorkee (it’s now an IT) computer 
engineer started doing the rounds of venture capital 
firms to raise money to get started. Disappointment 
came quickly. “All of them were looking for easy 
money and had no patience to wait,” recalls 
Ramakrisnan. Courtesy the dotcom fiasco of 2001, most 
vcs had stopped funding startups and were looking at 
second- or third-round funding. 

Could there possibly be somebody still interested in 
funding just a business plan? There was, and the dis- 
covery of that unlikely source happened almost by 
chance. At his wit’s end, the 41-year-old called up his 
Roorkee batchmate, B. 
Mahadevan, professor and 
Chairperson of Production 
and Operations Management 
at им Bangalore (11M-B). 
Mahadevan suggested to 
Ramakrisnan that he try his 
luck at the B-school’s newly- 
opened Nadathur S. Ragha- 
van Centre for Entrepreneu- 
rial Learning (NSRCEL, named 
after the eponymous co-foun- 
der of Infosys Technologies 
who contributed the bulk of 
the centre’s Rs 8.75-crore cor- 
pus). As luck would have it, 
IIM-B screened Ramakrisnan’s 
business plan and technolog- 
ical competence and decided 
to incubate it on campus. That 
was four months ago, and 
Ramakrisnan's VoiceTech 
Solutions is on its way to take 
on telecom technology biggies 








like Nortel and Avaya. Says Ramakrisnan: *I was not 
looking at huge sums as investment. All I wanted was 
some basic infrastructure and a supportive ecosystem." 

Meet the new business incubator on the block: 
the B-school. Universities in the us have been long 
known to spawn companies (Sun Microsystems, 
Yahoo!, Cisco and Google are just a few examples), but 
it’s only now that India's top educational institutions 
are waking up to the potential of incubating business 
ideas into real businesses. ИМ-В apart, пм Ahmedabad 
set up a Centre for Innovation, Incubation and 
Entrepreneurship in 2001, and пм Calcutta launched 
its Centre for Entrepreneurship and Innovation in 
2003. Even the relatively new Indian School of Business 
(ISB) in Hyderabad kick-started in January this year a 
"business accelerator" called the iss K-Hub (К for 
knowledge) with Rs 50 lakh in corpus, which is 
expected to grow to Rs 10 crore by the end of this year. 
Another Hyderabad-based B-school, ІСЕАІ, has a Centre 
for Entrepreneurship Development (ICED). (However, 
IIM-B, because of Raghavan's munificence, seems to 
have a greater number of significant and more successful 
startups to its credit.) 

In their avatar as incuba- 
tors, the B-schools offer a 
range of services: from seed 
capital to infrastructure to 
professional advise. For 
example, VoiceTech gets all 
the basic facilities like pcs, 
secretarial help, office space 
and telecom free of cost from 
IIM-B. In addition, the profes- 
sors at the institute offer pro 
bono consultation, besides 
helping VoiceTech network 
within the rr and vc commu- 
nities. Says K. Ramachandran, 
Professor of Entrepreneurship 
and Strategy at ISB: “We want 
to ensure that business schools 
go beyond producing students 
with just employability skills. 
We want to nurture and 
create entrepreneurs." 


What kind of deals do the 


“Being just 27-year-olds, we needed somebody we could consult in full 
confidence, and that's what we got at NSRCEL" 


Kalyan Chakravarthy/ Co-founder/ Brain League 
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"We want to ensure that business schools go beyond producing students with 
just employability skills. We want to nurture and create entrepreneurs" 


K. Ramachandran/ Professor Of Entrepreneurship And Strategy/ ISB 
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institutes strike with their 
investee companies? It 
depends. To start with, 
most of them expect to 
be paid back in cash, but 
would want equity once 
the companies are on 
their feet. Says Sunil 
Gupta, head of ICED: 
“Since we want this to 
be a self-sustaining 
model, we prefer that 
companies also give us 
an equity stake.” Adds 
Mathew Manimala, 
Professor of Organisation Behaviour and the Jamuna 
Raghavan Chair Professor of Entrepreneurship at 
IIM-B: “It’s not just money that draws people to us. What 
we offer is an environment and a network in which 
entrepreneurship can bloom.” 

Indeed. Take the case of Brain League, another 
NSRCEL beneficiary. Founded by Arun Kishore, a second 
year PGSM student at пм-в, and Kalyan Chakravarthy, 
a visually-challenged entrepreneur and a doctoral stu- 
dent at the National Law School of India, Brain League 
offers intellectual property rights (IPR)-based services and 
hence did not need so much capital as mentoring. 
Says Chakravarthy: “Being just 27-year-olds, both of us 
needed somebody we could consult in full confidence, 
and that’s what we have got at NSRCEL.” Brain League 
already has three clients (Bangalore Genei, a biotech 
company, Dr. Reddy’s Labs, and Chira Electronics, 
which is into circuits and panel designs) and hopes to 
be on its own within a year. 


Thinking Out Of The Campus 

Initially, NSRCEL started by offering cash awards to 
the best business plans of им students, who would 
partake in an annual competition meant for the purpose. 
However, within two years, the centre realised that 
while the plans sounded great on paper, few of the win- 
ning students wanted to pursue them. Instead, “they 
were looking for the glory of winning the competition,” 
says Manimala. So instead of giving the winning 
students cash, the centre decided to fund their business 
plans. When that didn’t yield the desired results either, 
the centre broadbased its scope to fund anybody with 
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a good business plan. 

NSRCEL, though, 
isn’t the only one doing 
so. At ICFAI’s entrepre- 
neurship centre, the 
funding is not just open 
to all, there’s no upper or 
lower limits to it as well. 
Funding, which comes 
from the institute’s 
internal accruals, is 
decided case by case. 

Still, not an easy task 
by any means, as ICED has 
discovered. Set up just a 
year back, the centre has invested in two companies, one 
of which—ModeFin, a financial software services 
firm—has shut shop. The other, Goose Technologies, 
which makes tools for project management software, is 
said to be doing well. (Goose promoter Debashish 
Patnaik chose not to speak to BT for the story.) 

IIM-B, too, has its share of startups that are close to 
some kind of an inflexion point. One such is SeNet 
Communications. Founded by Prasanna S. Bidare, an 
alumnus of Indian Institute of Science, the company is 
expected to hit the market with what it calls “esat-200”, 
a multi-layered secured zone shell to communicate 
on IP NET. Says Bidare, who was a senior director at San 
Jose-based Cypress Semiconductors before he founded 
SeNet: *My vision is to build a world-class product 
company out of India." 

There are two other *incubatees' that NSRCEL has 
managed to spin off. These are EmbedX, a product- 
development company based on Ediface (embedded 
device interfacing framework and computing envi- 
ronment), and Meta-I Technologies, which is a niche rrEs 
player. Says Manimala: “It’s only a matter of time before 
world-class companies come out of India. The ingredients 
are just right." Adds Gupta of ICED: “Academic ins- 
titutes provide the right kind of environment and 1 
see more companies springing out of campuses." 

No doubt, the business ideas that the B-schools get 
to nurture are typically those that are considered either 
too risky or too long term by regular venture capitalists. 
Still, it’s conceivable that not too far into the future, one 
of the B-schools may actually have the pleasure of 
having fathered a Google or Cisco of India. 
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bt bookend 


Glint Of 





Carbon 


The planet is at too much risk—in separate assessments of a business 
consultant and a UCLA professor. Plus, the modern customer interface. 


AIL NIBBLERS IN BUSINESS 

tend to be the practical 

sort, worrying about 
what’s within their management 
domain rather than what’s 
without. Yet, McGraw-Hill was 
stormed with orders for copies of 
World Out Of Balance just by 
virtue of those words. “There 
must be something really wrong 
with the world if they all relate 
to such a title,” says the author, 
Paul A. Laudicina. 

As managing director of АТ 
Kearney’s Global Business Policy 
Council, Laudicina is an advi- 
sor on strategic risk adaptation, 
and has some grim words for 
global businesses that have given 
up charge of their destiny (evident in the blame allo- 
cation of annual reports). “If they don’t engage the 





WORLD OUT 
OF BALANCE 


By Paul A. Laudicina 
McGraw-Hill 


PP: 236 
Price: Rs 1,232 
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world and recover from the 
shellshock of the early 21st cen- 
tury, their inaction will put the 
modern corporation more at risk 
than any exogenous factor will." 
Big bust-ups happen, he seems to 
say, so wisen up. Fast. 

The author analyses such des- 
tiny drivers as globalisation, 
demographics, consumer dyna- 
mics, natural resources and regu- 
lation, to generate a matrix of 
future scenarios for 2015 that 


COLBAPSI 


JARED 


DIAMOND 


COLLAPSE 
By Jared 





Diamond get crunched at the end into 
Penguin three basic outlines, the least 
PP: 575 unsettling of which forecasts a 

i somewhat barrier-free world 
Price: Rs 1,230 with China and America in 


mutual bipolar comfort, the 
threats from rebels muzzled. The book also offers 
tools to take on most risks. If it deserves a closer 





look, though, it’s for the details—the internet virus 
chart, for example, that shows disruption time shorte- 
ning to nanoseconds with the advent of ‘spooky’ com- 
puters. Or the market size maps on pages 77-78 that get 
eyes rubbed with their amazing absences and 
enlargements. China’s huge presence here, with its 
701 million fat wallets in 2015, contrasts sharply with 
South Asia’s domination of the energy poverty map. 

Don't miss the part on consumer behaviour. It 
cites David Brooks’ Bourgeouis Bohemians, 
C.K. Prahalad’s Dharavi dare-doers and even Carl 
Jung’s adventurous archetypes, while gently nudging 
the cola debate along. The emphasis of risk nega- 
tion, by the way, is on working out the world’s moti- 
vations, as in the case of McDonald’s (see One Size Fits 
One) having to wonder whether it had made a fetish 
of its notion of planet-friendly packaging, 

If planet sensitivity has indeed started rising, the sea- 
son’s shelfbuster ought to be this other book, Collapse: 
How Societies Choose to Fail or Survive. For one, it is 
written by UCLA professor Jared Diamond, famous for 
Guns, Germs And Steel and (less so for) Why Is Sex Fun? 
For another, while he, like Laudicina, begins with a pro- 
saic sense of non-alarmist alarm, the book’s narrative 
turns scintillating in its focal attraction the moment 
Diamond turns on the charm. 

That happens once the prefaced poem begins to 
explain itself, in chapter two: how the once thriving 
inhabitants of Easter Islands came to commit eco-cide. 





“No other site that I have visited made such a ghostly 
impression on me as Rano Raraku, the quarry on 
Easter Islands where its famous gigantic stone statues 
were carved,” he begins, telling a synapse-blowing 
story of doom involving deforestation and desperation, 
deduced from studies of high academic credibility. 
But did their own choices really do them in? That’s 
the discussion that follows the stunned hush each time 
he sings his sweetest song to a live audience, says 
Diamond. And if they did, why did they do it? This is 
part 4 of the book, and it takes a good hard look at 
‘rational behaviour’ in offering answers. These range 
from simple ignorance, daily delusions and mob psy- 
chology to collective denial, overstressed groupthink and 
even the myopia of a greedy few who could gain 
hugely while the perils are too spread-out and slow- 
acting to awaken the many who could suffer. 
“Globalisation makes it impossible for modern 
societies to collapse in isolation,” Diamond cautions, 
urging a good long-termist rethink. Now, the author is 
from academia. He probably thinks ‘Papua New 
Guinea’ each time he hears ‘P&G’, But woolly-headed 
he is not. If anything, the book’s references to business 
and economics are testimony to the expanse of his 
intellectual engagement. Moreover, he uses convincing 
arguments—including geological evidence of volcanic 
ash as relevant to greenery—to shape his viewpoint on 
whether it's a matter of free will or not, It is. 
ARESH SHIRALI 
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BACK OF THE BOOK 





KNOW YOUR 
CONSTANTINE 


Actually, that headline is inappropriate; no one, not his creator Alan Moore perhaps, and certainly not 
this writer, knows all there is to be known about John Constantine, the latest comic book character to 
make it to the world of celluloid. The closest anyone comes to it is a fan (ok, a rabid fan) called John 
Goodrich whose webspoor can be found at www.qusoor.com/hellblazer/introduction. Still, with the epony- 
mous motion pic starring made-for-sci-fi-and-fantasy-star Keanu Reeves set to hit the screens in 
India—it already has in the US and Mr. Goodrich says it is mediocre—and a game and a comic book 
based on it to follow, it makes sense to know enough about Constantine to make small talk at the next 
party you go to (if you are lucky you could find yourself talking to this writer; think about it). Caveat: 
Constantine's friends have a way of meeting gory (that's G-O-R-Y) ends. Now, on to the catechism; 





Constantine—can't call him Johnny boy—would have liked the term. By RS 


He Is 20 Years Old... 


Constantine was created in 1985, when Alan Moore 
was asked by pc to take over (essentially recreate) 
Swamp Thing, a series based on a character created 
by Len Wein and Bernie Wrightson in 1972. Moore 
(recommended readings: Watchmen, From Hell, 
V for Vendetta, and the two Supreme books), as is his 
wont, spoke to the two artists DC had identified for 
the project, Steve Bissette and John Totleben, about 
what they'd like to do; both wanted to 
create a character that looked like pop star 
Sting. Moore parlayed this into a cha- 
racter, an Everyman-magus called John 
Constantine. In 1988, pc figured 
Constantine was ready enough for his 
own series, and Hellblazer, written by 
Jamie Delano to begin with, was born. 
The series is still alive. 

For the record, John Constantine 
was born on May 10, 1953 (that makes 
him 51 years old today). 
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There's Something About 
Constantine... 

With the exception of Batman—the most psy- 
chologically complex of the costumed superheroes 
and the protagonist, if you can call it that, of 
countless comic books; this writer recommends 
ones written by Frank Miller (The Dark Knight 
Returns), Jeph Loeb (Hush, The Long I lalloween), 
and Grant Morrisson (Arkham Asylum)— 
Constantine is, arguably, the comix 
character that makes the most appea- 
rances. And he is, without a doubt, 
the character that makes the most 
unexpected appearances. For instance 
in Neil Gaiman's Books of Magic, the 
first of the series and the only one the 
man wrote (the series degenerated into 
mediocrity soon after), Constantine is 
one of the four mystics—the other 
three are The Phantom Stranger, 
Doctor Occult, and Mister E—who 


KNOW YOUR CONSTANTINE 








introduce Tim Hunter, the greatest magician to be 
to, er, magic. Apart from DC plugging the charac- 
ter (stranger things have been known to happen, 
although the likes of Moore and Gaiman are beyond 
persuasion), it is likely that most authors see the 
same thing in Constantine, the literary equivalent 
of a point of inflection. Then, there is the thing 
about featuring someone who almost dies of 
lung cancer (he escapes by first, striking a com- 
plex deal with three demons, each individually, 
for his soul, and to avoid fighting with each 
other, the three decide to keep him alive forever; 
then, when this deal comes unstuck, a friendly 
demon cures him). Go on, read it yourself, 


John Comes From A Long Line 
Of Constantines... 

A family tree maintained by another fan named 
Adrian Brown has traced John back to Kon-Sten- 
Tyn, King Arthur's successor. There are countless 
others. This writer's favourite ancestor-of-John 
has to be Lady Joanna Constantine, an 18th-century 
adventuress famously engaged by Morpheus to 
find the head of his son, Orpheus, in one of the 
Sandman books (created by Neil Gaiman, the 
Sandman series is to adult commix what the 
Sherlock Holmes stories are to detective fiction). 


No One Likes Keanu Reeves 
Playing Constantine... 

The obvious problems: Constantine is British; 
Reeves is American and plays an American 
Constantine. Then, the man is blonde; Reeves is 
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TICULULAZCIX 


SON af 
MAN 


not. This writer would have thought Jude Law (a 
recent blog from Neil Gaiman says he thinks so 
too), or Ewan McGregor (yes, said writer has 
seen Down With Love and still thinks he would do) 
would have been better bets. Moore, again for the 
record, has not seen the movie, was not con- 
sulted on the script—several writers have written 


Looking for Constantine: Ewan McGregor (left) or 
Jude Law would have probably been a better choice as 
John Constantine than Keanu Reeves 


the Hellblazer series, from Jamie Delano, to Garth 
Ennis (Preacher, anyone?) to Brian Azzarello and 
the motion picture seems to be largely divorced 
from most of their output—insisted on his name 
being removed from the credits and had his share 
of money from the pic redistributed to co-creators 
John Totleben, Steve Bissette and Rick Veitch, 
and to Jamie Delano and John Ridgway. 
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DAY 161 


UTI Mutual Fund 
presents 


Watch the BITE discussion on 
Headlines Today on Sunday, 6th March, 2005 at 9:30 pm. 
Read the detailed coverage of the BITE discussion in INDIA TODAY, 
on sale from 4th March, 2005. 
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WITH-IT 


Blackberry High 


ECHNOLOGY AND I HAVE 

never been great bedfellows. 

Га say І tolerate technology 
and Га like to assume that the 
feeling is mutual. Let's say tech and 
I have to work together so there's 
not much point in fighting. I don't 
launch into whoops of ecstasy over 
megahertz, gigabytes or megapixels, 
and I’ve never spent more than a 
few split seconds over the section 
on technical specifications in the 
manuals of the gadgets that I use, 
but I certainly do appreciate the 
ease with which personal compu- 
ters, laptops and cellphones allow 
me to navigate work. I don't always 
like them—on my cellphone, I’ve 
assigned a ring tone to my boss’s 
call that sounds remarkably like a 
police siren—but then there’s no 
doing away with them either. 
So when Airtel handed me a 
BlackBerry 7730 to try out for a 
few weeks, I had mixed feelings. Of 
course, a couple of my colleagues, 
including one whippersnapper who 
sagely comments on gadgets in the 
magazine, looked amused and, con- 
sidering me several light years 
behind them in tech-savvy, probably 
sniggered in private. 

But I had the BlackBerry, a light, 
flat, small device that comfortably 
fits your palm or your shirt pocket 
(or, if you want to look like a deli- 
very boy, snaps on a clip at your 
waist) and serves up all your e-mail 
on the go, anywhere, anytime. 
Synced in with your desktop or 
laptop, the BlackBerry is like car- 
rying your office with you any- 
where you want to be. And its *push 
technology' enables e-mails to be 
routed to your handheld (and from 
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it) automatically instead of other 
devices that require frequent log- 
ging on to the internet to check 
your mail. Ever since it was intro- 
duced by Research In Motion, a 
Canadian wireless solutions com- 
pany, in 1999, the BlackBerry has 
become ubiquitous in North 
America and has an estimated 1.6 
million users worldwide. 

My first cheap thrills with the 
BlackBerry were not very different 
from my first cheap thrills with a 
Macintosh computer. It was 1986. 
I was a lowly reporter at the 
Calcutta (now Kolkata) edition of a 
financial newspaper, banging out 
my daily reports on a scarred and 
temperamental Remington Rand 
typewriter. Suddenly one day, like 
manna from heaven, the manage- 
ment installed six spanking new 
Macintosh 128-Kb machines in the 
newsroom. I got to share one with 
a colleague, and what a time we 
had. We soon learnt how to use 
the Mac, complete with a mouse 
and a set of pre-installed games, 
including one in which you had to 
keep firing a cannon at some little 
armed people who relentlessly 
kept attacking you. For the first 
few days we spent longer hours 
at work, smitten hopelessly by 
those nifty beige boxes and a laser 
writer, a device that in those days 
of dot matrix printers, produced 
copies that, well, were probably 
better than what our daily 
reports deserved! 

The first few days with the 
BlackBerry made me an e-mail 
fiend. I began to understand why 
it's called the CrackBerry. You get 
addicted. Even if you set it in the 





You've got mail: The Blackberry 
keeps you connected, from anywhere 


quiet mode, you keep checking for 
the little icon on the top left corner 
signalling mail in your inbox. I 
found myself furiously looking for 
mail at all hours of the day, week- 
ends, in the car, in the bathroom, 
everywhere. And once found, Га 
answer them, equally furiously, 
using both thumbs on the QWERTY 
keyboard and head bent down in 
what's known as the classic 
BlackBerry prayer pose. The tip- 
ping point came when out at a 
meeting, I felt the tell-tale whirr 
in my jacket pocket of my 
BlackBerry in discreet mode; 1 
quickly excused myself, speeding 
to the men’s room and whipping 
out the magic device only to dis- 
cover that the mail I was dying to 
read was Valentine’s Day spam. 
You can, of course, keep your 
BlackBerry switched off when you 
don’t want work (or spam) to 
interfere with your life and use it 
only when you’re travelling or 
when it’s absolutely necessary. But 
then what’s the use of a handheld 
device if you’re going to switch it 
off? How often do you keep your 
cellphone switched off? 
SANJOY NARAYAN 
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TREADMILL 
A STRETCH IN TIME 





PART OF PHYSICAL EXERCISE THAT MANY NEGLECT HAS TO DO WITH GOOD 

posture. Do you slouch? Do your knees bend when you stand 

erect? Are your back and neck straight when you walk? Good pos- 
ture is an essential part of physical fitness. It not only helps keep parts of the 
body, particularly the spine, in fine fettle, but also enhances your sports per- 
formance and other physical activity. But how do you ensure good posture? 

Try some of these stretching exercises: 

1. Lie face down with your hands at shoulder level and hips against the 
ground. Now push up with your arms to lift only your upper body. At the 
end of the movement lift your head up and try to look vertically up at the 
ceiling. It's a yoga position that strengthens the upper part of your spine and 
back muscles. Return slowly to the starting position. That's one rep. Do 10. 
2. Do the superman stretch for the lower back. Lie on your stomach 
with arms and legs stretched straight out. Raise your arms and lower 
back upward as far as you can go and hold them in that position. Repeat for 
a set of 10 (see illustration). 
3. If your job involves working at a desk, take a stretch break every 
hour. Here are some quick stretching exercises that you can do to 
stabilise your spine: 
Neck: Incline your head to one side as if you are trying to get your ear 
to touch your shoulder. Hold. Return to the starting position and do 
the other side. 
Lower back: From a sitting position in a chair, stretch one leg forward, 
with knee straight. Feel the stretch in your hamstrings (muscles behind 
the thigh) and then point your toes towards your waist to feel the 
stretch in your calf muscles. 
Upper back and shoulders: Stand straight with arms extended at the 
sides; now, roll your shoulders in circles. Do 10-15 reps to complete a set. 
4. Take a lightweight metal or wooden curtain rod. Stand straight with 
your feet spread apart. Hold the rod across your upper back with your 
arms extended. Your torso and arms should form a T. Now twist your 
upper body from one side to another without moving your lower body. 
Do two to three 20-rep sets. 


Tip of the fortnight: Break up your session in the gym into intervals. 
Do 7-8 minutes of intense cardiovascular exercises (run or row or get on to 
a cross-trainer), and then hit the weights. After four sets of, say, bench presses, 
get back to doing 7-8 minutes of cardio after which, hit the weights again. 
Your heart rate is boosted, and this burns more fat and builds more muscle. 

MUSCLES MANI 








Write to musclesmani@intoday.com 
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ST PEUTET 


For Science’s Sake 


F SWATI PIRAMAL HAS HER WAY, INDIAN SCIENCE MAY 
I. on get an anthem of its own. Piramal, a Director 
at Nicholas Piramal, has rescued a Rabindranath 
Tagore composition from oblivion and turned it into 
a *science anthem". Called Matri Mandir Punya 
Angana, the song was originally written by Tagore for 
the inauguration of the (JC) Bose Research Institute in 
1917, and was revived by Piramal for the inauguration 
of her company's R&D centre in November last year. 
Says she: *I wanted to do something different, and this 
seemed like a great idea.” She first learnt of the song’s 
existence via a Google search and then followed it up 
with a visit to Tagore's house in Kolkata, where the 
curator gave her the original recording on a 78-RPM 
disc. Piramal got it translated from Bengali to English 
and then to Hindi by Bollywood poet and scriptwriter, 
Javed Akhtar. It was rendered into a song by Pandit 
Jasraj. At present, a Prime Minister's advisory com- 
mittee is looking at the possibility of turning it into a 
national science anthem. 


Inning's Close 


A} HE RETIRES FROM THE UNILEVER BOARD AS GLOBAL 
Director (Home and Personal Care), Keki Dadiseth 
brings to an end his 32-year-old association with the 
company. Starting in 1973 as Manager of the Internal 
Auditor’s Department, Dadiseth rose to be the 
Chairman of Hindustan Lever (HLL) between 1996 and 
2000. He was responsible for the acquisition of Brooke 

Bond and Pond's, as well as for HLL’s 
foray into direct selling, among 
other things. From April 1, 
Dadiseth is slated to join Pru- 











dential Ple as non-executive 
director. He is also on the Indian 
Hotels’ board as a non-execu- 
tive director, and this 
has led to some 
speculation that 
Dadiseth may 
well be playing a 
more active role 
at the Tatas in 
the near future. 





Man Of His Own 


Н: RE'S ANOTHER TOP GUN HANGING UP HIS BOOTS, BUT 
not quite. Early February, Nabankur Gupta put 
in his papers as group President at Raymond. Gupta, 
whose career also spanned companies like Philips and 
Videocon, plans to do consulting of his own. Credited 
with introducing the concept of sub-branding in India, 
he has, among other things, a book on his post-retire- 
ment agenda, not to mention the consumer durables 
chain he set up in association with Raymond a year-and- 
a-half ago. “I have been feeling tired of the corporate 
world,” quips Gupta. A year on, he plans to set up a con- 
sulting firm. There’s no escaping business, did you say? 





*Conditions apply. 1001282 


Shifting Gear 


T'S BEEN ONE OF AUTO INDUSTRY'S WORST KEPT SECRETS. 

Anand Mahindra's Mahindra & Mahindra (M&M) 
joining hands with Renault of France to produce the 
low-cost sedan, Logan, in India. When Business Today 
went to press, M&M still denied that the contract had 
been inked, although it acknowledged that an 
important strategic initiative was to be announced 
the following week. For Mahindra, who made history 
of sorts by developing a sports utility vehicle or suv 
(Scorpio) from scratch for just Rs 600 crore, the tie-up 
should mean not just a wider portfolio, but also a 
return to the passenger car business (remember the 
tie-up with Ford?). This time around, it may be a lot 
harder to push him to the back seat. 


To save tax, invest in an 


insurance cum investment plan. 


Met Smart. Insurance cum Investment plan + tax hie plan. 
its frorn the policy are also 
tax free under Sec. 10(10D). To find out how, call now. Toll Free number: 1-600-44-6969 (9 am - 6pm). 


With Met Smart, avail tax rebate upto Rs.10,500/-* under Sec. 88, and bene 
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CEO Counsel 


HEN A.G. LAFLEY 
Procter & Gamble and Gillette, respectively, 
started talking on a possible merger, they didn't rope 
in high-profile investment bankers or corporate 
lawyers. Instead, they relied on their own key execu- 


AND JIM KILTS, GLOBAL CEOS OF 


tives. However, they did turn to one outsider for 
counsel, as revealed recently by Lafley in an interview 
to the Fortune magazine. It was none other than 
Rajat Gupta, the India-born former Managing Partne: 
of the world's top consulting firm, McKinsey & Co. “| 
called one person Jim and I trusted, Rajat Gupta, the 
head of McKinsey, who urged Jim to give me ат 
open-book look at the cost synergies and a look at 
Gillette’s technology into the future,” Lafley told 
Fortune. Gupta no longer heads the firm and is instead 
its senior partner. But, then, that was never the only 





reason why powerful CEOs sought his counsel. I 
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Insurance is the subject matter of solicitation. MetLife India Insurance Co. Pvt. Ltd., Regd, Office: 'Brigade Seshamahal', 5 Vani Vilas Road, Basavanagudi, Bangalore - 560 004. www.metlife.co.ir 
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email mobile. 
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Be Entrepreneurial 


ARVIND SINGHAL, Chairman, KSA Technopak 


N AN INCREASINGLY COMPETITIVE WORLD, 
and with greater value created and deli- 
vered through intellectual capital, an 
important pre-requisite of being a successful 
leader today is to have an exceptionally 
strong intellect supported by vision, and a 
passion to add value through ‘thought lea- 
dership. Ability to spot, dev elop, nurture 
and retain talent is another key skill for 


| leaders of today and tomorrow. 


With increasing uncertainty and faster 
pace of change, leaders must have an entre- 
preneurial streak in themselves even if wor- 
king for large, diversified and publicly-held 
corporations. This would enable them to 
spot trends and opportunities before others 
can, and then act quickly using a combination 
of sound business techniques. With flattened 
hierarchies and a generally younger talent 
pool, especially in many of the new-economy 
sectors such as information technology, 
media, retail, telecom, financial services, 
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biotechnology and entertainment, today’s 
leader must have the capability to under- 
stand and communicate at all levels. She 
or he must be able to blend in with the 
entire team rather than stick out like the 
proverbial sore thumb. Strong communi- 
cation and interpersonal skills are, therefore, 
important assets in the repertoire of the 
skill set of successful leaders. 

The challenges of a more competitive 
operating environment require tougher lea- 
ders. A successful leader must be highly result 
oriented and performance driven. If this 
means taking tough decisions, the leader 
must not waver even though some of these 
tough decisions may entail personal regret or 
pain. This does not imply that the leaders 
should not have compassion or a sense of 
empathy with their team. However, com- 
passion or empathy should not get mixed up 
with a tolerance of poor performance. A 
fine balance must be struck. E 
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IBM recommends Microsoft® Windows” XP Professional for Business. 





You're looking at the world's most secure wireless 
P C. Now you can have security at your fingertips. Literally. That's because these IBM 
ThinkPad notebooks feature Intel” Centrino” Mobile Technology, so you can access your 
work wirelessly anytime. And with our biometric Integrated Fingerprint Reader, access is 
easier than ever. Instead of entering tons of passwords, it all happens with just one swipe 
of your finger and one password. These innovations, combined with our security chip 
and software, provide a level of security that no one else offers as a standard feature. 


Giving you the most secure wireless PC available. Hands down. And the 
easiest way to unlock it. 


The most secure wireless'. 


1 ThinkPad 


Call 1600 443333 or visit ibm.com/thinkpad/in 


to buy direct, locate an IBM reseller or for more information. 





MOBILE 
TECHNOLOGY 


Integrated Fingerprint Reader 
Our newest innovation replaces 
passwords with something 
you re not likely to forget 
Your finger 







IBM ThinkPad T42 
(Part No. 2373K1A) 
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From The Editor 


HOOSING THE BEST FROM AMONG THE 13 COMPANIES 

(see alphabetical list and profiles on Page 118) that 

made it to the last stage in the Business Today-A.T. 
Kearney Best Managed Companies study was not easy. 
For, all of them are outstanding Indian companies that 
fared very well in our study. If Infosys is at the top of the 
heap, it's because it is the first among equals. Having said 
that, there can be few doubts as to why Infy tops our 
study as the Best Managed Company. Our study looks at 
a company's financial performance as well as the quali- 
tative, non-numerical aspect of managing companies, 
examining how it innovates, learns, anticipates and, last 
but hardly the least, delivers on stakeholder needs. On 
both these aspects—qualitative and quantitative—we 
find Infosys performs extraordinarily well. Infosys, which 
has never missed an earnings target in the past 48 quar- 
ters, has a planning process that is quite clearly the best- 
in-class; its sharp and intense focus on people and how it 
manages all 35,000 of them is another unique strength; 
then there is its repertoire of offerings to its clients, a range 
that straddles both, low as well 
as high, ends of the spectrum. 
Last year it launched Infosys 
Consulting, the US-based con- 
sulting arm of the firm. And 
Progeon, its Bangalore-head- 
quartered BPO subsidiary, 
already has 3,400 agents. 
More on what makes India's 
Best Managed Company tick 
on Page 54. 

How did Business Today 
and A.T. Kearney identifv 
India's Best Managed Com- 
panies? It's a rigorous, four-step process. We began with 
an initial sample of more than 500 companies, which 
were mapped on to Kearney's globally-validated Value 
Building Growth Model and further screened down to 
49 companies. These companies were then assessed 
from three perspectives: Internal perspective, learning 
and growth perspective, and customer, social and in- 
vestor perspective. After an in-depth survey, which in- 
cluded intense interaction with the companies and an 
analysis of the responses, a further shortlist of 13 finalist 
companies was arrived. Following interviews with sen- 
ior leadership of these companies, the list was further 
whittled down to six. Finally, the findings were pre- 
sented to a panel of judges. Based on their rankings, the 
final winner was chosen. 

Besides our story on Infosys, we have features on five 
of the other finalists, ICICI Bank, Larsen & Toubro, 
Ranbaxy, Tata Power and Wipro, each of them super 
performers in their field, and now among India's Best 
Managed Companies. 
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12 Smash Sucess Of Sania Mania 


TRENDS 


16 Pssst! The D Word's There... Somewhere 
He faithfully kept it away from the Budget. 
Can the Finance Minister now keep the Left 
away from disinvestments? 


18 Unbreakable No Longer 
A hefty penalty won't hurt Reliance Infocomm 
as much as that everyone in the government— 
and a few outside—is baying for blood. 


25 Hi-Fi Foray 
The Boston-based big kahuna of mutual funds, 
Fidelity, is now in India. 


26 Dare To Pipe Dream? 
For Mumbai to become a regional financial 
centre, it needs more than just a link across 
the seafront. 


28 Fancy Working With The Geeks? 
Never written code in your life? The IT services 
sector may just be looking for you. 


30 Policy Watch: If Oil Prices Hit $80... 
.. You'd be paying much more for pretty much 
everything you buy. 


32 The BT 50 Index 
36 Sykes Gets The BPO Blues 


AUS call centre cuts back on India. 
Should we worry? 


38 Dilbert 
41 Indian Idiots? 


Television channels have hit upon the risk-free 
and lucrative strategy of latching on to 
successful foreign formats. 


44 The Bangalore Paradox: Watch That Space 
Almost half the commercial property absorbed in 
India in 2004 was taken up in the Garden City. 


45 Getting The Net Worth Shivers 
A number of South-based banks may come 
undone by a new RBI guideline. 


48 Hunt For The Right Brain 
JWT is a more creative agency today. Evidence: 
It spent the whole of last year working on its 
new logo! 


48 The Nokia Experience 
Its first Concept Store—there will be more— 
isn’t selling just mobiles. 
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54 India’s Best Managed Company 
It is Infosys Technologies and there are 
several reasons, including a best-in-class 
planning process and a unique online 
how-to-work resource, why it 


should be be #1. 


64 Building L&T Brick By Brick 
L&T is tweaking its products and services 
portfolio to improve focus and margins. It 
is also aggressively expanding abroad. 
The goal: become an Indian MNC. етл 


72 Get, Set, Grow 
Wipro’s revenues have surged past a 
billion dollars and it is now India’s largest 
private employer. Azim Premji is now 
preparing his company for the next · 
phase of growth. 
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154 60 Minutes 
Keith Reinhard, Chairman of DDB 
Worldwide, speaks to BT on a wide 
range of issues, from DDB's plans for 
India to how American businesses can 
help America fight Bin Laden. 
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130 The Open Offer Dilemma | 
Your strategy for open offers should be 
based on a methodical assessment of the 
post-takeover scenario. 
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134 Bouncing Back 
February saw mutual funds earning handsome 
returns. A BT-Mutualfundsindia.com report. 


136 The Arbitrage Opportunity 
Lay investors can now take advantage of 
arbitrage opportunities through mutual funds. 
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138 Which Sector Should Freshers Join? 
New job seekers must figure out which sector to 
join. Here's a ‘consideration set’ of six sectors. 


141 Help, Tarun! 


BOOKEND 


146 Flipping Forth 
Gymnastics for the mind, derisking for the 
strategy and proposals for the US. 
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162 The In-clay-dibles 
The advertising world has thrown up a 
new superstar, Chintamani. BT goes to 
meet him, and the man behind him. 


164 A Wine Holiday 
165 Treadmill 
166 People 


Starring Fujio Cho of Toyota Motor, 
Faroog Kathwari of Ethan Allen, 
Tariq Ansari of Mid-Day Multimedia, 
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and NHPC’s Yogendra Prasad. 
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Into The Light 

ao So-called ‘below-the-line’ promotional activities, 
which had gained much prominence in the 
marketing mix over the past few years, are suddenly 
under attack on several fronts. Here’s a look at the 
arguments against below-the-line, and at whether it 
means more bucks for regular old advertising. 
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Not Walton Yet 
Apropos your cover story Rajah of 
Retail (вт, March 13, 2005), Biyani, 
for sure, has Sam Waltonesque acu- 
men, but Pantaloon and Big Bazaar 
are still not to India what 
Wal-Mart is to the USA. 
~ Pantaloon Retail has a 
long way to go especially 





Best letter wins 
GN travel bag 


from 


DAES 


JK PAPER LTD. 
Creating lasting impressions 





in private labels and merchandising. 
Prices are still not unbeatably 
cheap, and for this, it should 
streamline its procurement and 
supply chain acts. It is heartening to 
see Pantaloon Retail experimenting 
with various formats, though. 
JAGGAMPUDI RAJASEKHAR, through e-mail 


This refers to your cover story Rajah 
Of Retail (вт, March 13, 2005). 
Big Bazaar will be a great success in 
middle-class localities where shop- 
pers look for value for money. But 
where branded goods are the craze 
(like in Gurgaon or Chandigarh) 
this may not work. If one gets the 
breakup on the performance of 
individual shops at different loca- 
tions this may become apparent. 

©. VENKATARAMAN, through e-mail 


On What Basis? 

This refers to Credit Or Debit? (Br, 
March 13, 2005). A senior citizen 
can get only a debit card, thanks 
to an unwritten rule by credit card 














companies that no credit cards will 
be issued to seniors. One wonders 
why credit cards cannot be issued to 
senior citizens, who, in fact, are 
more careful with the way they 
spend their hard-earned money. 
D.B.N. MURTHY, through e-mail 


Costly Side Effects 

This refers to Q&A: Lorenzo Talla- 
rigo of Eli Lily, (BT, March 13, 
2005) where he has cited the exam- 
ple of the overnight disappearance 
of Merck's Vioxx. Vioxx had to be 
withdrawn because of fatal toxic 
effects and not due to market forces. 








If the so-called long and expensive 
clinical trials cannot find side effects, 
what use are they? Most expenses of 
clinical trials are sales gimmicks of 
unessential drug combinations. 
WISHVAS RANE, through e-mail 


Of Unsung Heroes 
Apropos Make Mine Ethanol (gr, 
February 27, 2005), we were the . 
first to design, test and manufac- 
ture electric cars in India way back in 
1992, when the likes of Maini were 
engaged in some other business, 
Our two-seater electric car was 
declared roadworthy by vRbE and 
nine states gave permission to ply it. 
The project drained the company's 
resources and we had to abandon it 
when the then Finance Minister in 
the United Front government, 
P. Chidhambaram, withdrew the 
subsidy calling it a non-merit subsidy. 
We also designed a novel auto rick- 
shaw. Teams from. 1vs and Hero 
Majestic visited our plant and appla- 
идей our efforts only to undertake 
similar developments at their plants. 
This is a case of unsung heroes in 
Indian industry where size and lob- 
bies only matter and not contribu- 
tions by small companies like ours.. 
VENKATESWARAN C.V., AGM (Sales), 
Eddy Current Controls (1) Ltd. 
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Smash Success Of Sania Mania 


the year of Diego Maradona’s soccer World 

Cup that kicked off an ‘invisible hand’ debate 
that snowballed into something much bigger. It was the 
year of hearty pow-wows over whether glamorous 
Gabriela and sexy Steffi would finally loosen muscular 
Martina’s grip of Wimbledon women’s tennis. 

See those days recrystallising on your memory 
screen? It wasn’t all that long ago, was it? 

But India’s own Sania Mirza, ranked #77 as a 
tennis player by the Women’s Tennis Association 
(WTA), wasn’t even born yet. 

She’s still to turn 19, you see. And if you want to 
put that in a demographic perspective—if only to 
explain the Sania Mania that has smashed i 
straight into the forecourt of this vast lan 
consider this nice little statistical comp: 
India has a larger population of 
younger than this teenager than 
entire headcount of the US. > 

That’s a lot of young рео] 
A lot of people, that is, keen 
interested in the success of ot 
young people—on merit, unde 
the gaze of millions. Wit 
population pessimism final 
discarded, as behoves a 
progressive country with 
ambition, that also means а. 
of people who could possi 
enter the workforce with a set 
winning attitudes to boost the e 
nomy. The ‘youth bulge’ used to b 
big source of worry (fears of civil unri 
instability); now, happily, it is a big sourc 
mism (visions of throbbing markets and innovation). 
Marketers from across the globe, or at least those who 
like to think ahead, had better take note. 

Some already have. In fact, companies such as 
Tata Tea, which is something of a global marketer, 
deserve credit for grabbing the Sania stock just before 
it soared—and how. As recently as January, the tennis- 
to-be-superstar was endorsing brands for an annual 
charge of Rs 5 lakh or so, thanking little but her luck 
for the ‘wild card’ entries to the world's top tourna- 
ments. An encounter with Serena Williams (Australian 
Open) and a stunning upset win over Svetlana 
Kuznetsova (Dubai Open) later, her endorsement fee 
is about to bounce beyond the Rs 1 crore per brand 
barrier. An achievement shared, among celebrity 


Res THE SPORTING SUMMER OF 1986? IT WAS 
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towards a 


endorsers, only with Sachin Tendulkar, Shah Rukh 
Khan, Amitabh Bachchan and Aishwarya Rai. 

Wow! And to think it all happened so fast; almost 
in a flash of a moment all too adulatory for the 
teenager to fully comprehend. Indeed, life-size Sania 
posters have been selling fast, and there are throngs of 
fans who can't get enough of anything she says or 
does even off-court. India is a young country, and 
this point cannot be overemphasised. All this, even as 
she appears to get on with her life and career—talking 
fitness one day, a weakness for biryani the next— 
with unselfconscious equanimity. As if she's just another 
neighbourhood kid, vulnerabilities n’ all, working 
dream with pragmatic determination. And 
the resilience of a champion who knows 
er till it’s over (as seen in Dubai). 
jat's just the sort of success story, too, 
t attracts its share of quiet scepticism 


























ybopper squishy. It 1 
questions that need asking. Is 
ia Mania just a flash in the 
1? Or a phenomenon of endu- 
g appeal worth investing a 
-crores in? Sure, tennis pla- 
get at least half the Tv screen 
е, unlike cricketers, and plenty 
` of good zoom-in shots too. But 
being #77 is not exactly a shoo-in for 
‘a centre-court appearance at Wimble- 
ti, where legends are made, or even 
nd Garros, where ‘deuce’ is called ‘egalite’. 
, her on-court performance may not even be so 
relevant anymore. Fame, fanfare and ad campaigns do 
not always go by the drumbeat of the actual world of 
tennis, from which Sania has already gained escape 
velocity. Sania Mania is a thing of larger stardom, as 
Tata Tea has found to its delight with the success of its 
Sania-starring ‘rejuvenation’ ad campaign—the exact 
reason for which is still under vigorous argument 
among ad professionals. Good. If her value as a brand 
endorser rejuvenates the debate on how and why 
advertising must burst ahead (and out in the open, 
unlike ‘below-the-line’ activities), so much the better. The 
business of brands and brand values, like the universe of 
celebrities and stardom, can do with a gamma-burst of 
energy. Like a roundly smashed tennis ball, the harder 
it is hit, the harder it should bounce. 


At SAIL, we are adding a new colour to our horizon. Green. Adopting 
“Green Initiatives” at every step. Minimising pollution, reducing 
waste and lowering costs. Creating a virtuous cycle of ecological 
balance and economic growth. Painting our future with hope 








Accenture 


Delivering high performance in 
India and around the world. 


As One of.the world's leading 
management Consulting, technology 
services and outsourcing companies, 
Accenture is committed to delivering 
the innovation that helps our clients 
become high-performance businesses. 
With over 100,000 people and offices 
in 48 countries around the-world; 
few organisations are able to match’ 
our industry knowledge and process 
expertise, our global resources orour 
proven. track record—that's. probably 
why we've worked-with over two- 
thirds of the. FORTUNE? Global 500. 


And.with more than-15 years of 
experience in India, we now have over 
11,000 professionals based in Bangalore; 
Chennai, Hyderabad, Mumbai and New 
Delhi. Leveraging their skills from 
these locations,.we deliver consulting, 
technology solutions and business, 
process. outsourcing services to 
Clients across a.divérse range ‘of 
industries. Indeed, as well as working 
with many of India's most progressive 
organisations, we now. provide 
services to- over 100 global clients. 


Working in an innovative and 
collaborative team environment, our 
people focus on the delivery of 
transformational solutions—helping 
clients to unlock their full potential 
and achieve high performance. To 
find out more, visit accenture.com/india 





Every great accomplishment 
is at first impossible. 


M 


Go on. Be a Tiger. 


Never. Can't. Impossible. These are words that inspire 
the high performer. By working to close the gap between 


> 
what is and what could be, Accenture can help your accenture 


business become a high-performance business. 
Consulting • Technology • Outsourcing High performance. Delivered. 
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Pssst! The D Word's There... 


Somewhere 


He faithfully kept it away from the Budget. 
Can the Finance Minister now keep the Left 
away from disinvestment? BY ASHISH GUPTA 




















E HASN’T SPELT IT OUT IN BLACK AND WHITE—NOT IN THE 

Budget speech for sure—but if Finance Minister 

P. Chidambaram has his way (and his say), he 

would have raised at least Rs 50,000 crore in the 
next seven years by selling equity stakes in some 44 pub- 
lic sector undertakings (PSUs) on the stock markets. 
According to finance ministry sources, the PSUs that 
could make it to the disinvestment block include 
National Thermal Power Corp., National Mineral 
Development Corp., Neyveli Lignite, Ircon, MMTC 
and Scooters India, undertakings in which the gov- 
ernment has near total ownership. Meantime, in the 
already-listed psus like Bharat Heavy Electricals Ltd. 
(BHEL) and Maruti Udyog, a sale of minority stakes 
will be done either via a fresh issue of equity to the 
public or independently by the government 
through an offer for sale. Unlisted psus with a net 
worth exceeding Rs 200 crore will also be disin- 
vested through a stock exchange listing. 

The government will prepare a detailed com- 
pany-wise programme with the concerned 
administrative machinery, identifying the quantity 
of shares as well as the likely timing of the respective 
offers and put it up to the Cabinet Committee on 
Economic Affairs (CCEA) for approval. “Priority 
would be given to those psus that autonomously 
intend to approach the capital market for issue 
of fresh equity,” says Chidambaram. Once the CCEA 
approves the disinvestment proposal, it will be 
referred to a Group of Ministers (GoM) for fixing a 
price band and the final price. 

Sounds like a dream? Perhaps, but although the 


FM Chidambaram: 


16 BUSINESS TODAY MARCH 27 2005 


NSV 3WOHS 





to finance their expansion and diversif 








FM complied with the Left’s wishes and kept the dreaded D-word out 
of the Budget speech, he had flagged of the disinvestment wagon a 
month earlier with a policy paper, which was subsequently cleared 
by the CCEA. So, not only has Chidambaram succeeded in keeping 


the disinvestment wheels moving, he’s also kept the Left at ease by 


veering clear of psu sell-offs in his 1 hour 50 minute budget sermon. 
He’s pulled off the trick by mandating that the newly-created 
National Investment Fund (МЕ) will be the repository of all proceeds 
that will accrue from the sale of equities of profit-making psus— 
both listed and unlisted—from April 2005. These funds will, in 
turn, be deployed either for the development of social sector 


(0 projects or as capital in select profitable or revivable PSUS. The mes- 
. sage for Left, for whatever it is worth: The fiscal deficit will not be 


attempted to be bridged with these monies. 

The NIF’s two-fold priority via disinvestment is clearly to provide 
the much-needed funds for social projects | like health, education and 
sanitation as well as to play a role in enlargin, е capital base of PSUS 
on plans. Explains 

Chidambaram: “The disinvestment proceeds. are neither capital 
| receipts nor revenue receipts of the 





- government and hence will remain 
funds from outside the ambit of the Consolidated 
isinve stment will Fund of India and, therefore, outside 
the Budget." Thus the FM has also 

be deployed i In ensured that the government will 
nni no longer have to face the old argu- 

the 5001 ial sector ment that disinvestment is akin to 
and to f estructure | selling off family jewellery to meet 








m PSUs ee current consumption. 
e CES While all this may sound great in 
. theory, its efficacy will hinge on the 
; quanti ofi investment proceeds accruing to the Fund. Already the 
Congress-led Ura (United Progressive Alliance) government has 





once been forced to defer the divestment of minority equity stakes 


© jn BHEL (10 per cent) and Maruti Udyog (7.5 per cent) in 2005-06. 


` “And then there аге the comrades, happy no doubt that the D-word 


wasn't in the Budget, but for how long will they stay that way? Not 

for very long, if you listen to a vociferous Dipankar Mukherjee, 
- Deputy Leader in the Rajya Sabha, cri (M): “Our demand that the 

issue of disinvestment should be taken out of the Budget proposal 

has been taken care of. But our opposition to the divestments of 
` profit-making PSU companies still stands.” 

Can Chidambaram keep the balancing act going, and succeed 
in raising the targeted resources? History isn’t exactly on his side, 
with the actual realisation via disinvestment exceeding Budgetary 
targets in just four out of 13 years since 1991-92. The best 
year so far has been 2003-04 when the government managed to 
mobilise Rs 15,547 crore against a budgetary target of Rs 13,200 
crore. Even if the FM collects half of that figure in 2005-06, 
he’s clearly on course. 
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policy 


Office Act 1898 
care of the need 
competition, convi 
and other new . 
developments 


A national policy on. | 
subsidies to reduce 
government's subsidy bill 


Amendment tothe 
Essential Commoditie 
Act to free the moveme 
of foodgrains | 


An Integrated Food L 


An Integrated Energy 

Policy to take care of _ 
both the demand and 
the supply side | 





A standard model for 
public-private partnership 
in various sectors 


Urban Transport 


Disinvestment 


m Roadmap for agricultural 


diversification 


The FM wants to raise Rs 50,000 crore in seven years via divestment, but the CPI(M) has | 
made it clear that its “oppostion to the divestment of profit-making PSUs still stands” | 4 
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Unbreakable No Longer 


ARs 150-crore penalty won't hurt Reliance Infocomm as much as that everyone in the 
government—and a few outside—is baying for blood. BY KUMARKAUSHALAM 


US LAST FORTNIGHT, A 
three-member bench of the 
Telecom Dispute Settlement 
Appellate Tribunal (TDSAT) threw 
out a petition of Reliance 
Infocomm, the damage to the 
Mukesh Ambani-headed company 
wasn't just the Rs 150 crore it was 
ordered to pay with immediate 
effect for violating licensing norms. 
Government sources point out that 
Reliance's complicity has been 
established in the primary viola- 
tion of the Unified Access Service 
Licence (seven clauses) and a secon- 
dary violation of the Interna-tional 
Long Distance (ILD) Service Licence 
(three clauses) and the National 
Long Distance (NLD) Service (three 
clauses). As a source at the 
Department of Telecomm-unica- 
tions (DoT) puts it: “The biggest 
damage to the company is not the 
penalty, but a blow to its aura of 
invincibility. Other people will 
now feel emboldened to come for- 
ward and report corrupt or 
unethical telecom practices." Adds 
Union Minister of Law and 
Justice, H.R. Bhardwaj: “Unlike 
the preceding government, we 
are determined to reinforce the 
message that big corporations like 
Reliance are not bigger than the 
State. We have put the best legal 
talent and resources available— 
under the Solicitor General of 
India Goolam. E Vahanvati—to 
fight our case.” 

Tough words those, but clearly 
the verdict goes beyond political 
rhetoric; as Arpita Pal Agarwal, 
Telecom Consultant with 
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Reliance Infocomm’s Ambani: Can you spot the chinks in the armour? 


PricewaterhouseCoopers, explains, 
it points to the maturing of the 
regulatory setup. “It (TDSAT) is 
finally getting teeth. Two years 
ago it was unthinkable. Licences 
are sacrosanct; | am not sure if 
the penalty is a big enough 
deterrent, but yes, it's a first step 
in the right direction." 

Reliance Infocomm's crack 
team of lawyers, led by Harish 
Salve and Mukul Rohtagi, had 
built their case around Home 
Country Direct Service (HCDS)— 
this allows a caller to make calls 
to the home country of the ser- 
vice provider, which is carried 
through the ILD route—but their 
arguments flew in the face of a 
simple question: Why should you 
change the character of the call? 
A DoT counsel says: *The tribunal 


has rejected the creative inter- 
pretation of licence conditions. 
HCDS was an after-thought, a 
cover-up." Adds a Bharat Sanchar 
Nigam (BSNL) counsel: “The 
concept of HCDS never came up 
during initial dialogue between 
Reliance, and DoT and BSNL.” 
The verdict comes at a time 
when the Reliance Group is 
embroiled in an internal owner- 
ship feud, with Infocomm hit by 
charges of undesirable collusion 
with erstwhile Union Minister 
Pramod Mahajan, in whose regime 
the telco flagged off operations. 
Meantime, estranged younger 
brother Anil Ambani, who repor- 
tedly earlier considered the tele- 
com venture a drag on flagship 
Reliance Industries Ltd. (RIL), is 
now said to be angling for 
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ownership of the Rs 3,728-crore 
(for the nine months ended 
December 2004) operations in a 
bid to ensure an equitable split of 
the group’s assets. And while he’s at 
that, Anil has also been champi- 
oning the cause of RIL shareholders 
who appear to have effectively 
funded the telecom venture at a 
cost apparently much higher than 
that borne by a number of Mukesh 
Ambani group companies. 

Mukesh clearly has his hands 
full, as pressure is now building 
on the government to take 
the issue to its logical con- 
clusion. The threat of licence 
cancellation—first made by 
Union Communications 
Minister Dayanidhi Maran— 
looms large, considering the 
gravity of the violations. CPM 
MP Nilotpal Basu says: “Our 
concern is with the subver- 
sion of the institutions; big 
corporates make super prof- 
its at the cost of potential 
rural consumers. Reliance’s 
complicity has been estab- 
lished, and the licence viola- 
tion calls for a higher penalty. 
Taking into consideration the 
way the TRAI (Telecom 
Regulatory Authority of 
India) shirked its responsibi- 
lity from taking up the case calls 
for a complete investigation into 
the criminal collusion between 
TRAI and private operators.” 

Whether a potential cancella- 
tion will involve just one licence or 
all of them is unclear, but DoT 
sources say such a move will only 
be the last resort. “For the moment, 
the objective is to secure penalty 
payment and better corporate 
behaviour from Reliance Info- 
comm,” the source adds. 

The index of TDSAT disapproval 
is evident not only in the addi- 
tional fine of Rs 25,000—quite 
high by Indian judicial prece- 
dence—but also by the usage of 
harsh language, which courts and 
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tribunals usually avoid. The 85- 
page judgement is filled with such 
phrases as criminal act, fraud, 
unprincipled, unscrupulous, and 
security threat, all highlighting the 
gravity of the case. 

To borrow from the last pages 
of the 85-page TDSAT verdict: ^... 
the action of tbe petitioner put 
the security of tbe nation in grave 
danger. With reference to Caller 
Line Identification (CLI), the 
modus operandi adopted by the 
petitioner (Reliance Infocomm) 


was a criminal act. It was a ruse 
to conceal true nature of tbe calls. 
Petitioner generated fake num- 
bers which did not belong to any 
subscriber... Though it started 
giving correct CLI numbers from 
September 16, 2004, but only 
when DoT asked for its explana- 
tion. It is not one or two dummy 
numbers. Rather these run into 
hundreds and thousands. The 
method Reliance Infocomm Ltd. 
employed to camouflage an 
international call was certainly 
unprincipled and if we may say so 
unscrupulous. This was in total 
breach of licence conditions...” 
“We have found cases of petty, 
small-time operators indulging in 
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Communications Minister Maran: Threatening action 


such practices (re-r 
international calls as | 
but never a licensed 
says а BSNL source. “ 
sures are disturbing, 
court can take a seric 
the TDSAT verdict." 
Such crises aren't € 
for the Ambanis, who ! 
sundry regulatory ar 
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writing, Reliance Infc 
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Hi-Fi Foray 


The Boston-based big kahuna of mutual funds is now in India. 


T MANAGES OVER $1.2 TRILLION 
(Rs 52,80,000 crore) assets glo- 
bally (of which $2 billion or 
Rs 8,800 crore is invested in India), 
has over 1,000 funds for every 
conceivable need, boasts 20 million 
investors around the world, and 
yes, it will launch in the third week 
of March its first equity product in 
India (thereby becoming the 30th 
fund house in the country). Says 
Ashu Suyash, CEO, Fidelity India, a 
former CEO of Citibank’s broke- 
rage: “We are not just another 
global entrant. If you are focussed 
on investor education, quality ser- 
vice and have prudent time-tested 
money management style, it is a 
package for success.” 
Fidelity claims that rather than 
predicting market fluctuations, its 
stock selection process is based on 





understanding the fundamental 
strengths of a company—a “bot- 
tom up” stock-picking approach. 
Fidelity’s research actively covers 
over 90 per cent of the world’s 
market capitalisation. Impres- 
sive? Dhiren Kumar of Value 
Research India, the mutual fund 
tracker, says: “I would be neutral 
and apprehensive and not get 
carried away by global bran- 
ding.” If history is a guide, then 
some of the local funds with 
better understanding of Indian 
companies have proven to have 
an edge over global investment 
strategies. For example, Kothari 
Pioneer, acquired by Franklin 
Templeton in 2002. 

Fidelity has kicked off with 
investor education through semi- 
nars and distributor forums, and 





Fidelity's Suyash: Focussed foray 


has mailed over 30,000 investment 
guides through distributors, rea- 
ching over 200,000 customers all 
over India. Says Suyash: “We don’t 
know how many will invest in the 
first product, but the process has 
begun and some day they will con- 
vert into our customer.” Some day. 

ROSHNI JAYAKAR 
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Dare To Pipe Dream: 


For Mumbai to become a regional financial centre needs more than just a link across the seafront. 


When 1 look at tbe map of 
the world, I am struck by the 
strategic location of Mumbai. 
It lies almost midway between 
London and Tokyo, two 
nerve centres of world fina- 
nce... I believe the time bas 
come to begin work on mak- 
ing Mumbai a regional hub 
for finance... 
Finance Minister 
P. Chidambaram, in his 
Budget speech 


I don't know wbat London 
and Tokyo the FM is talking 
about; maybe we should just 
call tbe various Mumbai 
wards by these names and 
be bappy. 

Debi Goenka, Mumbai- 
based activist at the helm of 
the Bombay Environmental 

Action Group, to BT 


i. коны THE FM DIDN'T DIRECTLY 
compare Mumbai to London 
or Tokyo, but by proposing to 
appoint a *high-powered expert 
committee to advise the govern- 
ment on how to make Mumbai a 
regional financial centre", 
Chidambaram was clearly alluding 
that Mumbai could become ano- 
ther *nerve centre of world 
finance", like London and Tokyo. 
“To be honest, whilst it sounds 
good, one isn't quite sure what 
he means," quips C. Jayaram, 
Head of Wealth Management, 
Kotak Bank. *Making Mumbai an 
international financial services cen- 
tre has to do with changing the 
regulatory environment primarily. 
That's the only thing we lack; the 
talent pool already exists." 
What this means is that a 
regional financial centre (RFC) will 
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Mumbai dreams: ...and not a drop to drink 


call for regulatory changes to 
ensure seamless transactions—of 
equity, forex, commodities and 
the like—between Mumbai and 
other global financial centres. For 
instance, financial experts point 
out that the lack of capital account 
convertibility and existing foreign 
exchange controls are two current 
roadblocks in the journey towards 
an RFC. “Cross-border transactions 
are a critical part of any financial 
centre... you need the ability to 
take seamless decisions, which is 
not possible out of Mumbai,” 
explains H. Srikrishnan, Executive 
Director, Yes Bank. 

Regulation, though, appears a 
smaller hurdle, at least when you 
consider the biggest stumbling 
block: The shabby state of the 
physical infrastructure. As Prahlad 
Shantigram, Head of Corporate 
Finance at Standard Chartered, 


puts it: “You need to build a 
world-class city before world- 
class money comes in.” 
Agrees Amit Chandra, Joint 
Managing Director, DSP 
Merrill Lynch: “The bad 
news is that Mumbai's infra- 
structure is crumbling and 
quality of life is deteriorating 
by the day, although the 
good news is that this pheno- 
menon is reversible, with 
immediate action and well- 
directed steps.” 

As any suburban Mum- 
baikar will tell you, the city’s 
infrastructure coupled with 
the prohibitive costs of hou- 
sing (right from the city to 
the boondocks) as well as 
the inability of the metro to 
house the never-ending 
inflow of immigrants are 
responsible for two of the 
biggest bugbears of the city’s 
populace: Long hours of com- 
muting and a high-stress quality of 
life. And this is where successive 
governments have failed the city, 
according to Goenka. His sugges- 
tion: Amend or scrap the draco- 
nian laws (like the Rent Control 
Act and Urban Land Ceiling Act) 
that have reduced Mumbai’s hous- 
ing situation to such a shambles, 
and devise alternatives to time- 
and money-guzzling sea-link pro- 
jects. Goenka prefers simpler steps 
such as addition of air-condi- 
tioned coaches to trains and an 
increase in their frequency, and 
the creation of priority bus lanes. 
Mumbai, to be sure, has the 
potential to become a nerve cen- 
tre of world finance. The only 
problem is, those nerve ends are 
pretty frayed at the moment. 
PRIYA SRINIVASAN 


INVYASOS HSIWNA 


Having already created a mark with a widespread customer-care 
RAZREXPRESS 


network, we present another first. Just in case you need help with 
Service within 24 hours. your Moto Razr V3, we'll have it picked, serviced and returned 


within 24 hours. RazrExpress. Like the phone, service that's a cut 
above the rest. 
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US Patent and Trademark Office © 2005 MOTOROLA Inc. 
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3316139023 * Ludhiana 9872524690 * Cochin 9847737771 * Coimbatore 9894717255 
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Fancy Working With The Geeks? 


Never written code in your life? The IT services sector may just be looking for you. 


HAT'S COMMON TO R.B. 

Krishnamohan, Ganesh 
Srinivasan and L. Ravi Sankar? 
Yes, they're all with Satyam 
Computer, but more interestingly 
they were all in non-IT sectors 
before joining the Hyderabad Ir 
services major. Krishnamohan, DGM 
(Insurance Vertical), was with 
United India Insurance, Srinivasan 
has close to 16 years in banking 
behind him, and Ravi Sankar has 
two decades in Us retail. *It (non- 
techies getting into IT services) is 
clearly visible as a trend and has 
picked up particularly in the last 
two years," says Kiran Karnik, 
President of NASSCOM, the IT 
industry lobby. *Depending on the 
years of experience and the profile 


Q&A» 





Satyam's Raju: Non-techies welcome 


of companies they have worked 
for, the salary levels range between 
Rs 8-10 lakh and Rs 15-18 lakh 
per annum," says T. Hari, Senior 
VP (HR), Satyam, 20 per cent of 
whose workforce comprises non-IT 


OVY WwvNvHuUvMd ‘V 


manpower, most of them pre- 
dominantly in the company's nine 
business verticals like retail, trans- 
portation, insurance and energy. 
This number has doubled in the 
last three years. 

Satyam isn't the only one. 
“Over the last two years, there has 
been a significant increase in such 
specialists joining Infosys," says 
Hema Ravichandar, Senior vP and 
Group Head (HRD), Infosys 
Technologies. *Employees in 
domain competency functions can 
aspire for a related career stream 
and avail specialised training for 
the domain and role." They may 
not have to be techies, but they 
better know the jargon! 

E. KUMAR SHARMA 


^There Will Be More Transparency" 


0 J. TEUBER IS NOT YOUR AVERAGE CFO. AT EMC, HE LIKES A LOT OF THE NEW 
financial compliance regulations like Sarbanes-Oxley (SOx) that US corporations 
(as well as Indian companies doing business with Us corporations) will have to adhere 
to. Little wonder, because EMC is the world’s largest data storage solutions company. 
Teuber was in India recently to open EMC’s new development centre in Bangalore and 
he met up with Kushan Mitra. Excerpts: 


Why do you think new financial compliance laws have been enacted across the world? 

If you watch ТУ, you'll see a rash of top executives on trial who say they did not 
know about the financial irregularities that were taking place in their own 
companies. Hard as that is to believe, the fact remains that until Sarbanes-Oxley 
came along, the top management did not have to sign off on the financial state- 
ment certifying it. Now they do, and now one would assume that book-keeping 
is going to be more transparent. 





“Compliance is a 


And this is not just in the US? 


theme sweepin No, compliance is a theme sweeping across the world. In Europe there is Basel-Il, 
across the worl there are new rules for banks in the Us as well the new ‘Hippa’ rules for Us medical 
today institutions. This will gradually impact countries because no one works in isolation. 
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They may not be able to accurately forecast their income from fishing. But fisher folk hardly 
ever default on a loan repayment. 

We know. Because, for over twenty years, DHFL has been lending to people who find it 
impossible to get a housing loan on fair terms. 

Call it a mission. Call it a business plan. Call it a revolution. 

We put a stop to this discrimination by income. By working out processes that allow us to 
lend to 'small India with minimum risk and maximum dignity. 

Over 95% of our borrowers earn less than 400 dollars a month. Yet our NPAs are among 
the lowest. DHFL is the second largest housing finance company in the private sector with an 
asset base of Rs. |750 crores and Return on Equity of 17.32%. 

Today our distribution network reaches out to people in more than 130 districts in rural and 
semi- urban India. 

Our vision of a home for every working Indian is supported by the International Finance 
Corporation, Washington and Asian Development Bank, Manila. 

When a 'small customer’ in need comes to us, we don't find a way out of starting a relationship, 
we try to find a way in. 





Dewan Housing Finance Corporation Ltd 
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TU ADNAN SHEHAB-ELDIN, 
acting Secretary of the 
Organisation of Petroleum 
Exporting Countries (OPEC), 
recently told a Kuwaiti newspa- 
per that he could not rule out oil 
prices touching $80 (Rs 3,520) a 
barrel within the next two years, 
the news sent shock waves across 
the globe. Such a huge spike in 
oil prices, say analysts, will devas- 
tate the global economy, strug- 
gling as it is after years to come 
out from near-recessionary con- 
ditions. The situation could 
prove even worse for two of the 
world's fastest growing eco- 
nomies, China and India, whose 
dependence on crude has surged 
over the years, thereby con- 
tributing in no small measure to 
the high oil prices. India, for 
instance, which imports around 
70 per cent of its crude needs, 
could find its crude import bill touching Rs 2,00,000 
crore in 2007-08, from the Rs 85,000-crore bill that it 
forked out in 2003-04 (by March 31, it would have 
gone up by an additional Rs 20,000 crore, say petro- 
leum ministry officials). 

The rising import bill isn't the biggest worry. Nor 
is the consequent adverse impact on forex reserves. The 
#1 bugbear for the country is the resulting spiral in 
inflation—after all, petroleum products constitute 
nearly 14.22 per cent of the Wholesale Price Index— 
which, in turn, will mean lower consumption and an 
increase in the cost of industrial goods. Net result: 
lower economic growth. “(If oil prices shoot up) We 
can easily say goodbye to the 7 to 8 per cent growth 
story," says a Mumbai-based analyst. 

It is not difficult to see why. “Every $5 (Rs 220) 
hike in oil prices affects India's gross domestic product 
by half a percentage point... and leads to inflation," said 
Finance Minister P. Chidambaram at a recent press 
conference. The burgeoning foreign reserves—$130 bil- 
lion (Rs 5,72,000 crore) and counting—however do 
provide some kind of a cushion, since they can subsidise 
consumers’ oil costs. But only for some time. 


30 BUSINESS TODAY MARCH 27 2005 





Petroleum Minister Aiyar: No reason to smile 


If Oil Prices Hit $80... 


... You'd be paying much more for pretty much everything you buy. 


If you prefer to see the 
brighter side of high oil prices, as 
a senior official at the petro- 
leum ministry prefers to, "it 
could give a huge fillip to the 
research in alternative fuels, 
especially in hydrogen, biodiesel 
and ethanol", he says. Other 
alternatives too will get a leg 
up. For instance, recent experi- 
ments at converting gas to liquid 
fuel, considering that India seems 
to be literally floating on gas, 
will also come to the forefront. 

Another implication of the 
$80 breach would be for the 
fertiliser and power industries, 
both of which will have to 
move away from using naphtha 
to natural gas as feedstock. Gas 
prices, though linked to crude 
prices, do not capture the total 
hike in crude, and will hence be 
lower. So companies like 
Petronet, Shell, British Gas, Reliance and GAIL 
India—involved in production and marketing of 
gas—could be in for boom times. 

But the companies that will be laughing all the 
way to the bank are Oil and Natural Gas 
Corporation and Oil India Limited since they are 
assured of the import parity price for every drop of 
crude produced. The success story of the refinery 
companies isn't so easily guaranteed since their 
profits would be determined to a large extent by the 
demand for petroleum products. After all, refining 
margins are determined by the difference between 
the product prices minus the crude price. 

The silver lining of oil at $80 could well be wide- 
spread reforms in the oil sector, which otherwise 
might never see the light of day. Restructuring of 
the public sector oil companies to make them more 
competitive, more efficient use of feedstocks in power 
and fertliser companies, further rationalisation of 
the petroleum subsidy structure and a far greater 
effort by Indian companies to acquire oil equity 
abroad could well be the welcome fallout. 

ASHISH GUPTA 
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IS THIS YOUR IDEA OF 
PROTECTING YOUR PROJECT? 


IN BUSINESS, IT PAYS TO BE PREPARED 


The journey from business blueprint to business 
Startup is the most critical period in the lifecycle of any 
enterprise. 


But with a range of Project Insurance policies from 
United India, tiding over unforeseen hiccups is easy- 
whether you're starting a new project or expanding an 
existing one. 


With a slew of policies ranging from limited, specific- 
risk covers to comprehensive Marine-Storage cum 
Erection policies, Project Insurance is the first step 
towards a successful inception. 


Insure your project or expansion with United India 
Insurance and find out which of our many other 
policies are relevant to you. 


Preparing for the future, after all, is the best way to 


meet it. 
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THE BT Al) INDEX 


The budget foundation coupled with strong foreign fund flows is sustaining the BT 50 uptrend. 


263.02, 





Mar. 05, 
2004 
BT FMCG 
COMPANY NAME WEIGHT 
пс 15.00 
Hindustan Lever 15.00 
Nestle India 10.87 
Tata Tea 9.54 
Asian Paints (India) 887 
Colgate-Palmolive (India) 604 
Britannia industries 5.46 
Glaxosmithkline Healthcare 4.52 
Nirma 3.08 
P&G Hygiene & Health Care — 2.99 
Dabur India 294 
Godrej Consumer Products 2.73 
ICI India 2.28 
United Breweries 1.96 
McDowell & Co. 1.90 
Goodlass Nerolac Paints 1.88 
Marico Industries 1.68 
Berger Paints India 1.27 
Gillette India 125 
Godfrey Phillips India 075 
100.00 
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500 - 473.06 








Mar. 07, 


ш BT Auto 


BT TELECOM 

COMPANY NAME WEIGHT 
Bharti Tele-Ventures 20.00 
Mahanagar Telephone Nigam 20.00 
Videsh Sanchar Nigam Ltd. 20.00 


Tata Teleservices(Maharashtra) 18.72 
Himachal Futuristic Comm. 10.38 
Astra Microwave Products 4.41 
Avaya Global Connect 3.64 
Shyam Telecom 1.38 
Iri 0.80 
Mro-Tek 0.66 

100.00 


Here are two new sectoral 


indices: BT FMCG and BT Tele- : 


com: The former includes, besides 
HLL and P&G, ITC, Tata Tea, 
Asian Paints and United Bre- 
weries. The telecom index inclu- 
des equipment makers because 
there aren't too many pure-play 
telcos. The maximum stock weigh- 
tage has been kept at 20 per cent. 
Without this cap, Bharti would 
have a weightage of 73 per cent! 


I BT Pharma 


Mar. 07, 
2005 


E БТ Telecom Ш ВТ Теп mi BT FMCG 
N EARLY 2003, BT LAUNCHED ITS OWN ЅТОСК- 
market index because of issues it had 

with the construct of the BSE Sensex and NSE 
Nifty. Both were based on market capitali- 
sation; that is, the weightage allotted to a cer- 
tain stock in the index is based on its market 
capitalisation. The problem: the inclusion 
of closely-held companies with large market 
capitalisation distorts the index. 

BT decided to adopt the far more res- 
ponsive free-float method, wherein the mar- 
ket capitalisation of a company is based on 
the quantum of shares available in the mar- 
ket for trading. Ergo, this method excludes 
the holding of promoters and strategic inves- 
tors. Free float didn't just help us choose the 
companies that should constitute the index; 
it helped us allot them weightages. To com- 
plete the methodology: the free float is accor- 
ding to data as on December 31, 2002; the 
index begins in January 2002, and its base 
value, like other indices is 100. All weights 
are updated every quarter, based on share- 
holding patterns. The Sensex went free float 
after вт launched its вт-50 index. 


NARENDRA NATHAN 
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Presenting ITC's newest lan 





GR iD aD 


For reservations call Welcomnet: New Delhi 51664444, Mumbai 28514444, Kolkata 23454444, Hyderabad 55254444, Bangalore 51: 
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Sykes’ BPO Blues 


А US call centre cuts back. Should we worry? 


1. THIS THE BEGINNING OF THE END FOR THE FAST- 
growing BPO sector? Sceptics have for some time 
been pointing to the double whammy of skyrocketing 
attrition and absenteeism as a potential stumbling 
block. Add to this the increasing number of disillusi- 
oned MNCs gravitating towards the exit sign, and the 
dismal picture is complete. Consider: Not too long 
ago, Wipro’s BPO (formerly Spectramind) lost a part of 
the outbound voice work it would do for CapitalOne; 
then AXA Business Services lost a portion of the captive 
work it used to do from Bangalore. Now it’s the 
turn of Sykes, a Tampa (Florida)-based call centre firm 
to cut its workforce, according to a filing it has made 
with the us Securities And Exchange Commission. 
Sykes says it will move “some” Indian work, with some 
reports pointing to half the $4 million (Rs 17.6 crore) 
in revenues generated from this centre being repatri- 
ated to other centres in the Asia-Pacific (in the Philip- 
pines and China) and workforce in Bangalore being 
slashed by 50 per cent. 


o Ain. 
only a few months after 


it had ambitiously anno- 
unced it would hike its 
India employee numbers to 1,500 from 600 currently. 
Sykes, of course, isn't an exception. Recently, AT&T, 
which has been acquired by us telecom giant SBC, also 
cut work to its Indian vendors. And before that, com- 
puter maker Dell had repatriated some work for top- 
end corporate customers from its Bangalore operations. 
So what's igniting this mini-exodus? For starters, 
many vendors, especially those in the small and 
medium category, often fail to deliver on service 
level agreements and have limited domain skills. 
Attrition remains the main issue, one COO says, adding 
that by the time an operator has spent six months 
training a new agent, he or she has jumped ship, 
necessitating further hiring. Even a large centre like 
Wipro BPO has 90 per cent attrition rates. "Customers 
now want to see Indian operators take a more proac- 
tive approach... take interest in process re-engine- 
ering," one executive says, adding that the days of sim- 
ple "garbage in-garbage out" mentality are history. 
Infosys’ Chief Mentor N.R. Narayana Murthy’s recent 
prediction that call centres may get obsolete once 
voir and voice recognition technology matures will 
hopefully act as a wake up call for pure-play contact 
centres to focus harder on data processing work. 
RAHUL SACHITANAND 
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ТАР EI ттт: 


ттт" mea mec meet 


hen SER TE OTO WITT OTP HENRI TRIP IP Tam Snare aa ee ee ee ee 


yr age ye PE EE R rt ERI NE re ee 





UMESH GOSWAMI 


BANTERP 


Getting Fiscal 


Films or fisc? Mallika Sherawat (L) with Adi Godrej 


ү HEARD THE ECONOMISTS—WANNABE 
and armchair—and the captains of 
industry thin-slice, dissect, tear apart and 
read between the zillion lines of the FM's 
budget speech. But it's not often that you 
have an industrialist (Adi Godrej), a poli- 
tican (Milind Deora), and two... hmm, 
actors (Zayed Khan and Mallika Sherawat) 
attempting to make sense of Chidamba- 
ram's various proposals. A co-initiative 
of mtv and смвс to ostensibly get the 
youth involved, the picture accompanying 
this piece might not be the most accurate 
summation of the goings-on at the “Bud- 
get Fundas" shindig, but it did give the 
alleged bimbo brigade a platform to make 
a point or two when it came to infrastruc- 
ture and tax policies. Sherawat's agenda 
was clear-cut: “Education, education, 
education,” she went. Great insight gal, 
but didn't the question have something to 
do with the positive gender bias in the 
Budget? Still, we won't hold anything 
against Sherawat. After all, if she mana- 
ged to keep Adi Godrej interested—even 
for a split second—she wasn't discussing 
her next film. Or was she? 

PRIYANKA SANGANI 
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for great convenience 





Imagine your account traveling along with you wherever you go. With Bank of Rajasthan you are a customer of 200 networked 
service outlets in 106 cities across India. Besides, free of cost access to over 2000 ATMs- own 
VISA ensures instant access to your account practically from anywhere*. 


as well as shared arrangement with 
Log on to our website for a comprehensive list of outlets offering € A BANK OF RAJAS I HAN 
Anywhere Banking facility. And while you are at it, check out the 
spectrum of financial products and services offered by us. 





224 DARE TO DREAM 


* Conditions apply Nationwide network of 410 outlets. 61 vears of solid pertormanc 
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DUE TO BUDGET 
CONSTRAINTS, THE 
COMPANY WILL NO 
LONGER PROVIDE 
FREE SODA. 


SURE We DID. IT 
WAS IN THE 
REFRIGERATOR 
IN THE BREAK 


THE NEXT MORNING, 
AS IF BY MAGIC, 
THE SODA WOULD BE 
REPLENISHED. 
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WHAT FREE 
SODA? WE 

NEVER HAD 
FREE SODA. 


EVERY DAY I'D 

GO IN THERE AND 
GET A REFRESHING 
BEVERAGE. 






I BROUGHT A SODA TO 
UJORK EVERY DAY FOR 
FIVE YEARS ONLY TO 

HAVE IT STOLEN FROM 
THE REFRIGERATOR 
EVERY TIME. 


UJHY DION'T YOU 
JUST DRINK THE 
FREE ONES? 


VANDANA KANDPAL 


MOONSHINEP 


` Whistle- 
` Wetters 


b. 


Jean Berchon: A history of, um, wine 


Tq TERM "ALCOHOL IN YOUR 
veins" takes a whole new 
meaning in the case of Bill 
Berguis and Jean Berchon. 
Both these gentlemen come 
from families steeped in 
booze history. 

Berguis is a fifth genera- 
tion descendant of William 
Teachers, and he came to 
India to take in a taste of the 
country. He himself is the 
in-charge of the brand for Allied 
Domecq, the owners of the 
Teachers brand today. India 
incidentally is one of the largest 
markets for Teachers Scotch 
Whisky, with over 100,000 
cases being sold annually. 

Berchon, like Berguis, still 
works for the brand founded 
by his ancestor handling the 
PR functions for Moet & 
Chandon. “Once people are 
more aware about wines, they 
are ready to upgrade (to 
champagne)," says Berchon, 
who has a 'small' collection 
of about 5,000 wines. 

Cheers to them both! 


KUSHAN MITRA, WITH 
PRIYANKA SANGANI 
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Indian Idiots? 


TV channels have hit upon the lucrative strategy of latching on to successful foreign formats. 


AUN BANEGA CROREPATI, JASSI 

Jaissi Koi Nahi, Indian Idol... 
all blockbuster Tv shows, they've 
helped the respective channels 
they’re aired on reap the rating 
points, they make heroes out of 
mundane humans, and they’re out- 
right copies of foreign formats. Or 
as TV programmers put it, they’re 
licensed adaptations of original 
shows. And there are plenty more 
such “adaptations” on air, or in the 
works: Lakme Fashion House (ori- 
ginal: Fashion House), Batliwalla 
House No 43 (The Kumars at No 
42), Business Baazigar (The 
Apprentice; Star too is in talks with 
its creators)... it’s a long list, much 
of it arguably mindless. 

Play around with that remote 





New-age idols: Singing an adapted tune 


and you’d conclude that—other 
than the ubiquitous Saas Bahu 
sagas—there isn’t much original 
programming being beamed into 
your homes. Chat shows, talent 
hunts, Bollywood-based acts, 
they're pretty much all knock-offs. 


NIVSSOH NVZAV4 


Are TV head honchos sheepish? 
Hardly. Ajay Vidyasagar, Sr. vr 
(Marketing), Star Network, feels 
that when you use a format that 
has already been tried and tested, 
not only do you get a kickstart, 
even the consumer ends up with a 
quality product. Case in point: 
Kaun Banega Crorepati, based on 
Who wants to be a millionaire? is 
getting ready for a second run later 
this year. Sony CEO Kunal Dasgupta 
is more forthright. “When you 
have to decide between a fully 
developed and tested international 
format versus some half-baked 
idea someone approaches you 
with, it’s quite a no-brainer actu- 
ally.” No-brainer is right. 
PRIYANKA SANGANI 
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Watch That Space 


Almost half of the commercial property absorbed in India in 2004 was taken up in Bangalore. 


Ro: WHEN CHIP- 
maker AMD was looking 


for commercial space in 
Bangalore, it had two requi- 
rements. One that it be loca- 
ted where employees could 
commute easily, and second 
that it be in and around 
main competitor Intel (the 
unstated reason being that it 
would be easy to poach 
employees and also have the 
same visibility). Says Ankur 
Srivastava, MD, DTZ Corp, 
a multinational real-estate To Bangalore! Commercial property is still in high demand 
consultant, which helped 
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impact on the inflow of inv- 
estments or amount of real 
estate space being taken up. 
Of the new 16 million sq. 
ft. commercial space absor- 
bed in India in 2004, 7.7 
million sq. ft. was in Banga- 
lore alone, according to a 
study by real estate consult- 
ants Cushman & Wakefield. 
*Consolidation by existing 
players and new companies 
coming in (is driving the 
boom). A number of them 
like Philips, Intel and Cisco 
are consolidating their ope- 


AMD in the deal: “It was a tough call. Finding properties rations in a single campus as they become ever larger,” 

with clean titles, and in the city, not the outskirts, has explains Srivastava. M.K. Shankar Linge Gowda, IT and 

become a challenge." BT secretary for Karnataka, claims there are *two new 
To be sure, all the bad news about Bangalore’s ММС setting up base here every week”. Phew. 


deteriorating infrastructure seems not to have had any 


Explore Europe and enjoy up to 2 nights' free stopover in Dubai. 


VENKATESHA BABU 


Isn't it su 1g that the smallest continent in the world is also the most diverse? With our knowledgeable local guides, explore 


beneath historic landmarks and the glitz and glamour of the French Riviera contrast with th« 
Europe with Emirates Holidays 


Life's a journey of self-discovery. Ler Emirares Holidays be your quide. 


Roman relics of ancient civili 


юп 


1 й 


V 





Getting The Net Worth Shivers 


A number of South-based banks may come undone by a new RBI guideline 


R: 300 CRORE IN THREI 
years—that’s the net 
worth the Reserve Bank of 
India (RBI) has prescribed 
for private banks. And a 
number of South-based old 
private banks are realising 
that they have quite a bit 
of shoring up to do. Whilst 
some like Karur Vysya, City 
Union and Federal will sail 
through calmly, there is a 
handful that will have to 
pull out all stops to hit that 


for a rights issue at a pre 
mium of Rs 45, subject t 
shareholder’s approval 
This will add Rs 45 crore,” 


he says. He has also draw1 


a сй епт ойо © 
ET “isk ils. wee, a roadmap that involve 


MYLAPORE BR 


increasing the authorised 


capital and reaching 12 per 
cent capital adequacy in the 
years ahead. 

One bank that lags 
behind on the net worth 
front is Dhanalakshmi Bank 
(net worth: Rs 132 crore) 





magical figure. Laxmi Vilas which also booked a loss 
Bank, for example, had Net worth? Small private banks have to change gears now the third quarter. But 
reserves of Rs 215.13 crore : Г.К. Madhavan is upbeat 
on a paid-up equity of "Merger with another bank 
Rs 11.5 crore as of 2003-04, but in the current fiscal too is an option, but the last one,” he says. It may be 
the bank has come under some strain. A. Krishna- а resort—first or last—for many morc 

moorthy, Chairman & CEO, has a plan. “We are going NITYA VARADARA 
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bt trends 


Hunt For The Right Brain 


JWT is a more creative agency today. It spent the whole of last year working on its new logo! 


OR THE PONY-TAILS, VINDICATION COULD NOT 

have been sweeter. The venerable 140-year-old 
J. Walter Thompson will now be known by the 
sleeker moniker Jwr. The replacement of the classi- 
cal cursive font with a crisp multi-coloured one 
highlights a significant change in identity for the 
WPP group company. Creative and ideas shall now 
hold centrestage, nothing short of a revolution in the 
world's fourth-largest advertising agency where it was 
the bean-counter account planners who held sway. 

Initiated by Worldwide cro Bob Jeffrey, this is 
expected to usher in a new way of doing business at the 
communications powerhouse, which today resembles 
a global conglomerate more than a creative hotshop. 
A new worldwide creative director, Craig Davis, has 
been appointed and performance parameters—so far 
purely financial—have been widened. *Ten graded 
creative standards have been laid down as has a quar- 
terly ‘health check’ reporting system that'll ensure 
our commitment to excellence continues,” says Michael 
Maedel, President (Worldwide). 

JWT claims it is particularly keen to woo crea- 
tive talent from across sectors, if required. In India, 
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JWT's Maedel: Kicking off the countdown to creativity 


meantime, as newly-appointed Colvyn Harris, CEO 
of the domestic arm of JWT, will vouch, saying good- 
bye to Walter was the easy bit. Injecting the creative 
verve back is another matter altogether. 

ABIR PAL 


The Nokia Experience 


Its first Concept Store—there will be more—isn't selling just mobiles. 


E LOOKING TO REDEFINE HOW — KIA 
people buy mobiles. While 
the conventional approach has 
been to offer a wide array and 
goad the consumer into buying 
a phone, irrespective of their 
usage patterns and require- 
ment, Nokia’s new Concept 
Store will try and adopt a more 
subtle sales pitch. 

The first such store, set up 
over 2,000 sq. ft. in Bangalore, will give prospective 
mobile phone buyers the chance to “touch and feel” 
Nokia’s range of phones, accessories and add-ons like 
ringtones. “The problem is that most stores sell phones 
based on rudimentary budgets of customers. No one 
looks at other parameters such as specific user 
requirements. “While someone could manage with an 
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Nokia calls: Touch, feel, and (hopefully) buy 


entry-level handset, a business- 
man might want a full-fledged 
digital assistant, which acts as a 
virtual office,” says Sanjay Behl, 
Head (Marketing), Nokia India. 
Nokia will retail its entire 
range of mobility products and 
will provide customers an 
opportunity to ‘experience the 
product’ before making a pur- 
chase decision. So this retail point 
will feature a full range of Nokia products, including 
handsets, mobile enhancements, ring tones, graphics, 
games, software and Nokia merchandise. Trained 
representatives (complete with full-sleeved blue shirts 
and ties) able to answer virtually any question per- 
taining to Nokia products will staff the store. 
RAHUL SACHITANAND 





66 ae 








The new Chevrolet Optra NY Edition with a Total Noise Reduction System. Because silence speaks louder than words. 


NOISE ABOUT LUXURY. 
MAINS SILENT. 


Our ear There's n ore gos 
0 1 fal A 
п all-new Automatic Re ç 





enjoying the ride. Luxury should not cost 
the earth. Which is why it helps 
that the Optra NY Edition 
delivers an impressive 
mileage of 11 kilometres 


per litre in city conditions*. So 


an Anti-lock Braking take a close look at the Optra NY Edition. 


comfort and safety After all, silence speaks 23 
bal س‎ 
Д For a special journey 
ne irs while you re louder than words. called life. 





h an all-new beige interior Email: customer.connect@gm.com 


ipply. Prefix local STD code when dialing from mobile phone "Source: The Economic Times Auto 


y not match the actual colours due to printing limitations e Features mentioned 


GMDAT * Some features shown are optional and may be available only on select models e Service Holiday for 2 years or 20,000 km (as per service schedule), 


Indian ina MM in He tr - " . à 


and accessories shown will vary by model and may not be part of standard 








JPTRA 





| 
OTHER CARS MAKE A | 


THE OPTRA RE 


keg e sound of her heartbeat 





A 


Optra NY Edit 
Ф CALL 30308080 (24-HOUR GM HELPLINE) FOR A TEST-DRIVE. Loca! call charge 


Insist on GM Genuine Accessories from our authorised dealers • Colours and specifications are subject to change wil! 


equipment e Chevrolet is a registered trademark of General Motors Corporation e Chevrolet Optra has been manufactured using parts and tect 


= үө 1 L іа о Oner nnn! in ite ol (inne 


Save up їо 47%* plus 
get the TIME Classic Watch Set FREE 


eee Understand Your World with TIME 


1 


TIME, the world's most respected weekly newsmagazine, is trusted by 


y% millions of readers for insightful authoritative reporting. 
| n j For active influential people who need to stay informed, 
| Families M TIME is the premier source for up-to-the minute 


j 


That ы 
| Own Asia 


information on world politics, business, finance, 
technology, education and more. 





















Subscribe to TIME now and receive 
your free gift. 





This TIME Classic Watch Set combines a round case 
and leather strap in a study of simple elegance. 

Its great features include: 

* Alloy case 

* Stainless steel case back 

* Genuine leather wrist band 

* Japanese analogue movement with luminous hands 
* 10m water resistant" 

* 12-month warranty 


Best of all, this TIME Classic Watch Set is yours 
absolutely FREE when you subscribe for a two or three 


year term, Should you wish to subscribe to a one 
year term, you'll receive the TIME Classic Men's Watch 
as your free gift. 






YES! Please send me TIME for the term I've indicated below. I'll save up to 47%" off the cover price. TIA3BE8 
pe 
3 years (162 issues) for a total of Rs 6,804 - onl issue Sey 





2 year ues) for a total of Rs 4,644 - ‹ 13 / issu« Payment details 
A wes) Tor a total of Rs.2,376 - on stissu Enclosed is my C] Cheque ODD No 
РІ > my FREE GIFT th my paid or х 
= ушп Sene mang = Payable to LM A/C TIME (for non-Delhi cheques please add Rs 10) 
Name: Mr / Ms / Dr 
Nar Charge my Credit Card. [ =" пет = a D] 
Address Homi Office 
Card No 
Signature 
I 11 Code Fax 
Tel(H) (О) Ех 
E-mail N 


Renew 





= TIME 


4 MI le 4841 





www. umeasia com 














































































































TT 
=. 
e 
eT 
LAJ 
== 
Е 
































А 





































































































A BT- 





































































































INDIA'S BEST 
MANAGED 
COMPANY 






INDIA'S BEST 


MANAGED COMPANY 


It is Infosys Technologies and there are several reasons, 
including a best-in-class planning process and a unique online —— 
how-to-work resource, why it should be #1. BY RAHUL кыно : 


UESTS AT A WEDDING HELD IN BANGALORE 
late last year were pleasantly surprised to 
find a rather high-profile guest in atten- 
dance. N.R. Narayana Murthy, Infosys 
Technologies’ Chairman and Chief Men- 
tor, walked in unannounced, all because the 20-some- 
thing Infoscion who was getting married had left an 
invitation with his secretary, purely as a matter of form. 
People management is an area where Infosys excels. 
While its employee strength may have ballooned to 
"over 35,000 from around 5,000 at the turn of the cen- 
tury, the intense focus on people and their skills has 
only increased over the years. Earlier this year, the 
. company launched its training and leadership centre 
_ in Mysore amidst much fanfare (it has been operational 
since 2000 but the latest phase, which makes it possible 
~ to accommodate 4,500 people on campus for resi- 
dential training sessions, was recently completed). 
Infosys’ intense focus on people is a natural 
corollary of its booming business, with customers 
identifying this as a quality that often separates it 
from other competitors in the IT services space. 
"Customers identify the soft skills of Infosys as a key 
differentiator when they work with the company," 
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says Avinash Vasishtha, Managing Director of Neorr, 
an offshore advisory. *These skills can be seen in the 


way employees interact with management and per. 


haps more importantly, the way its qustomertaGng 
personnel conduct business.” 

For Infosys, managing employees is not a challenge 
that’s restricted to India alone; it applies to Canada, the 
Czech Republic, and China, three of the nine locations · 
where it has development centres. While size may offer 
it some comfort at home, overseas, it plays in the same 
field as the 500-pound-gorillas of this space, IBM, EDS 
and Accenture. And as Infosys seeks to transform itself 
into a global entity, it has learnt that its employees have 
to be the best, not just in India, but in the globe. ; 
While its selection is already stringent (in 2003-04, it 
picked 10,000 people from over a million appli- i 
cants), training will help keep its nose ahead of the 
increasing compere. 

Building a $1-billion (Rs 4 ,400-crore) company 
(actually, Infosys’. guidance shows that it will be a 
Rs 7,098-Rs 7,107 crore company by March 31, and 
it should touch the $2-billion, Rs 8,800-crore, mark by 
2006) isn't however achieved by just being good to 
your employees. While it was initially just a plain 
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vanilla тт services company, Infosys has stepped up 
its offerings over the past few years at both ends of 
the spectrum (high-end and low, to use popular 
parlance) and is increasingly managing to string its 
various pieces together. Thus, Infosys Consulting, 
which the company kicked off in April last year 
with a $20-million (Rs 88-crore) investment, will 
become a 500-employee unit in the next couple of 
years, and Progeon, its business process management 
subsidiary, already boasts over 3,400 agents. 
Critics of the end-to-end model may argue that BPO 
and IT services contracts are handed out by different 
people, but both are now core business problems and 
there are at least a few customers that want companies 
such as Infosys to solve the problem in its entirety, not 
in pieces. Thus, while in some cases Infosys Consulting 
may have won the initial contract, the company is 
now doing much more for the client, IT services, even 
BPO. *As Infosys grows, deals are becoming more 
complex... we are getting earlier into the lifecycle of the 
project and we are building relationships with the 
business side with the CEO, the Cxo,” Kris 
Gopalakrishnan, Infosys’ Chief Operating Officer told 
analysts while announcing the company’s results for the 
three months ended December 31 (Infosys declined to 
speak to Business Today because it is in its quiet period 
in the run up to an ADs offering). “Our focus on crea- 
ting synergies through Infosys Consulting and Progeon 
at either end of the services chain has enhanced our 
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competitiveness.” That view is echoed by Basab 
Pradhan, the firm's head of worldwide sales, who 
told the media on the same occasion that: “...clients 
have responded favourably to the combination of our 
consulting services and offshore delivery." 

The company's extended capabilities are reflected 
in growing engagements with customers across indus- 
tries. In the case of Hannaford Brothers, a European 
retailer, Infosys began with conventional IT maintenance 
work in 2000 but rapidly stepped up its partnership to 
encompass many other areas such as business process 
consulting, software process consulting, application 
development and support, enterprise architecture ser- 
vices, and technical training. “Infosys stepped in as a 
partner in our efforts to extend Hannaford’s supply 
chain solutions to an additional 1,350 stores,” says Bill 
Homa, clo of Hannaford Brothers. “It doubled our 
development capacity in very short order leading to a 
flawless implementation.” 

The creation of a Us-based consulting company is a 
major step forward in Infosys’ long-term strategy of 
presenting itself as a global service provider. Infosys’ 
$20-million investment in this subsidiary is designed to 
send a clear signal to the marketplace that it is differ- 
entiating itself from its Indian competitors, and intends 
to compete for business consulting services with the tra- 
ditional consultancies, says a report from Gartner, a 
technology research and consulting firm. 

Companies like Infosys have leaned heavily on 
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the cost and quality advantage offered by being based 
in India; today, many multinational competitors are 
learning fast. IBM, for instance, has over 6,000 engineers 
in India and EDS, another rival, has announced plans to 
shut 20-plus call centres in the Us and move work 
here. IBM has even bought out Daksh, a large third-party 
BPO operator, to step up its Índia presence. And several 
other large Us corporations have succumbed to the busi- 
ness imperatives of moving work offshore and are 
setting up sizeable software centres in India. 

Infosys relies on its much-touted global delivery 
model (GDM), which it insists is based on much more 
than cheap manpower, to push its case as a preferred 
vendor. Yet, it is apparent that the ` 
competition, especially companies 
like IBM, having recently discovered 
GDM are pushing ahead with their 
newfound wisdom. The key to GDM 
is the focus on getting the best 
talent, wherever it is located and 
using that to address the customer's 
needs. Infosys can obtain skilled 
labour at better rates than its cus- 
tomers can in thetr own region and 
the focus of the GDM is maximising 
skill while minimising cost, a note 
from ZapThink, an Waltham, 
Massachusetts-based tf market 
intelligence firm states. Some critics 
deride Indian vendors’ obsession 
with near perfect processes; Infosys 
itself doesn't see this as the be-all- 
and-end-all of its strategy, but as a 
business enabler that allows it to 
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quickly deploy efficient and cost-effective processes to 
any client irrespective of location or industry. 

One of Infosys’ key strengths has been its ability to 
add new business offerings and mould itself to suit 
changing market requirements. It has added services like 
independent software testing and enterprise applications 
to its offerings. It has also reorganised itself along 
verticals or industries compared to the geography- 
specific orientation it conformed to earlier. And most 
of the company’s growth has been organic, barring the 
odd buy like its acquisition of Expert Information 
Systems, which it morphed into Infosys Australia. 
Arch rival Wipro may seek to build a “string of pearls” 
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В EST Ден THAT HAS NOT MISSED AN EARNINGS TARGET IN THE PAST 48 

quarters should be doing something right in terms of planning. So, 
P RACT | CE it shouldn't come as a surprise to anyone that Infosys' planning 
process spans four levels along one axis (board, unit heads, sales and 
delivery heads, and key accounts), and three time horizons along 
the other, one year (further disaggregated into every quarter), three years, 
and five to eight years. If that isn't complex enough, the matrix, for that 
is what it is, also accommodates another dimension, a strategic account 
management process that seeks to determine where relationships 
with key customers are headed, critical for a company that derives 95 
per cent of its revenues from repeat business. 

In the short term, annual plans are broken into quarterly targets and 
the company focusses on 22 risk parameters. Infosys' corporate plan- 
ning department reviews these plans every three months. The yearly plan 
budgets for short-term requirements in terms of manpower, infra- 
structure and immediate business environment. For instance, it could 
forecast increased activity in the financial services segment, which means 
the company will have to train more employees in this vertical than, say, 
retail or manufacturing. The 12-month planning cycle also takes into 
consideration factors such as political climate and the current business 
environment. Infosys also drafts three-year plans, drafted after the heads 
of individual business units meet and discuss where each is headed in 
terms of revenues, profits, new solutions to be developed and the like. 
Finally, the company also builds a five-eight year business plan. This is 
not merely restricted to numbers, but seeks to create a holistic view, 
incorporating metrics like revenue mix, average age of employees, even 
broad trends in technology. 
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Infy& Bangalore: It's all planned 





inorganically, but Infosys clearly prefers to build com- 
petencies in-house, even in the fast-growing BPO mar- 
ket, where it built Progeon from the ground-up. The 
immediate benefit is that it avoids a lot of the pains of 
integrating a new business with existing operations. 
Infosys is also looking to diversify its risk and explore 
emerging markets for its range of services. The American 
market may offer the largest and deepest IT market to 
companies; yet, the potential in other geographies 
can’t be ignored. The contribution from the us has in 
fact dipped to just over 65 per cent for the third quar- 
ter ended December 31, 2004 compared to over 73 per 
cent in the corresponding period in the previous fiscal. 
Admiration for Infosys both from within and out- 
side the business community also comes from its strong 
focus on corporate social responsibility and corporate 
governance. The company created a whistle-blowing 
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policy after being rocked by accusations of sexual 
harassment against its former head of sales Phaneesh 
Murthy, and it has also been rated highly in several cor- 
porate governance reports, including one by rating 
agency CLSA, which has given it a high CG Star grade. 
Infoscions are also expected to be closely involved in 
the society they live in and the Infosys Foundation 
engages in socially relevant charitable activities such as 
social rehabilitation and rural upliftment. 

However, as Infosys scorches its way ahead with 
near 50 per cent growth rates, there are a handful of 
hurdles it will have to clear to stay on course. The 
most obvious one is the strong appreciation of the 
rupee, but there are other, far more significant chal- 
lenges, such as the shrinking pool of skilled man- 
power and the creation of a complete solutions 
provider with global reach and scale. 
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L&T is tweaking its products andi services portfolio to improve 
focus and margins. It is also aggressively expanding abroad. 
The goal: Become an Indian ММС. ву расул. SRINIVASAN | 


HE FACADE OF LARSEN & TOUBRO (L&T) HOUSE, 
a stately brownstone mansion in Ballard 
Estate, Mumbai’s colonial era business dis- 
trict, conforms to the architectural style of its 
neighbours—they were all designed by the 
same architect (one George Wittet) in the European 
Renaissance style to ensure uniformity. It’s more than 
just passing trivia to note that most of the other cor- 
porate headquarters in the district remain family-run 
businesses to this day. But more on that later... - 

Inside the building, the dimensions of the hallways 
(and the foghorns of ships anchored in the neigh- 
bouring docks) are like a step back in time. One 
barely has time to soak in the sight of polished teak- 
wood and cane boardroom chairs when A.M. Naik, 
63, Chairman and Managing Director of L&T, strides 
in, shattering the genteel, old world ambience with his 
liere and now aggression. 

This reporter has to field a volley of questions 
on the hows, whats, wheres and whys of the Business 
Today Best Managed Companies survey, before 
attempting a few of her own. Naik is an old L&T 
hand who's been there, done that, and most impor- 
tantly, believes in straddling the here and now as 


well. Having joined the company as a junior engineer, . 


some 40 years ago, he has risen through the ranks. 
` Seamlessly rolling L&T's past, its future strategies 


64 BUSINESS TODAY MARCH 27 2005 


and the odds that the management has had to battle 
over the years into one comprehensive low-down on 


_ the company, Naik spells out clearly where L&T is 


coming from and where it is headed. “You are pro- 
bably too young to even conceive of what the license 


era was like. Who got what licenses and how policies ~ 


were framed all depended on the maliks of Indian busi- 
nesses; we were just professionals with next to no 

clout. 1 remember we wanted to make boilers, turbines, 
offshore platforms and earth moving machinery... 
every licence application was rejected under public sec- 
tor opposition. It makes me unhappy when I think 
where L&T could have been if...," he reflects. 

That pretty much sums up how L&T is geneti- 
cally different from its neighbours in Ballard Estate, 
almost all of whom are controlled by business families, 
But why the fuss about licences today? Simple! The 
company lost the opportunity to gain expertise and . 
scale up operations in crucial business segments. 

When Naik took over as Chairman in 1999, he had 
his task cut out-—L&T was a lumbering giant with no 
less than 65-odd businesses across 12 verticals. It was 
growing steadily and had an excellent dividend record, 
but its share price had remained range-bound at Rs 170- 
180 levels for almost a decade. “Yes, we ‘Made The 
Things That Made India Proud’ and were the ‘Builders 
to the Nation' and all that, but our share price didn't 
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reflect this. Much of our growth had come in the ear- 
lier protected environment, but we had to learn to 
survive in a competitive environment—where someone 
is butchering someone else all the time," says Naik. 

The management set about the task of changing the 
L&T mindset, particularly on the issue of shareholder 
value. This led to the company's first Vision Statement 
in 1999 (see Best Practice). “Everyone was required to 
look at value creation. It could be operational excel- 
lence, better use of working capital or even looking at 
new geographies—the efficacy of any new idea was 
(and is) measured using the return on capital employed 
(ROCE) and debt-equity parameters. Over the last 
three years, the ROCE has gone up markedly and debt 
is down from 1.07 times equity to 0.3 times equity in 
the same period," says Y.M. Deosthalee, CFO, L&T. 

But how much of these financial gains are related to 
the demerger of L&T's Rs 2,600-crore cement division? 
“It didn't have much effect on the debt-equity ratio 
since cement was never a huge user of working capital. 
We were down to 74 per cent (debt-equity) even before 
the demerger," explains Deosthalee. 

The company is not resting on its laurels. Effective 
costs need to be brought down to a level where they are 
half a percentage point lower than the competition's. 
To do this, we are looking at costs across materials, 
overheads and labour,” says Naik, adding: “This year, 
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we have launched a two-year programme to bring 
down costs and improve the margin in the construction 
group from 6-6.5 per cent to 8 per cent. The goal is 
clear: I don't want only growth; I want profitable 
growth; | want return on capital.” 

L&T has also launched an extensive business 
rationalisation process that will kick off with the 
unveiling of the company’s next strategic plan next 
month. This will involve the sale of businesses in 
the Rs 50-100-crore range and the acquisition of 
others that complement its core competence. About 
65 businesses will come under the microscope. “It will 
be a continuous portfolio review. You will hear 
something on this rationalisation every second or 
third month," says Naik. 

The company's largest business is the Engineering 
& Construction (E&C) Division, which comprises 
construction, E&C projects and heavy engineering 
and contributes 83 per cent to L&T's Rs 11,000- 
crore turnover. The Electrical & Electronics (E&E) 
Division accounts for 10 per cent of sales. Others 
(including infotech) make up the remaining 7 per 
cent. “Currently, the mix at the E&C Division—which 
includes both manufacturing and projects—is skewed 
in favour of the latter. We plan to plan to rejig this port- 
folio to get a more even balance; in the next four-five 
years we are looking to earn a greater proportion of our 
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revenues from IT, e-engineering 
and embedded software services," 
says Deosthalee. 

There are sound business and 
financial reasons for this. 
Turnkey projects, typically, 
introduce an element of volati- 
lity into earnings, given that they 
involve time and cost manage- 
ment by the company. This, 
coupled with global competi- 
tion, means that maintaining 
margins—rather than the more 
desirable growth of margins— 
can itself become a challenge. 
Thus, the growing emphasis on 
services! Deosthalee expects this 
initiative to "increase margins 
by 1-1.5 per cent across the 
company" in the next four-five years. 

The bigger picture is also very much in place. 
*By the end of this period (four-five years), 60 per 
cent of sales should come from turnkey projects and 
construction compared to 70 per cent now, 25 per 
cent should come from manufacturing—which 
includes the EXE Division—up from 16-17 per cent 
now, and the balance from IT, engineering and 
embedded software against their current contribution 
of 4-5 per cent," he informs. 

The company is also climbing up the value chain 
within the E&C business. Explains K. Venkataramanan, 
President (Operations), L&T: “There is an increasing 
degree of complexity (in skill sets) as you move up from 
construction and fabrication into engineering, project 
management and technology-based projects. And as 
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Value Growth Matrix 


L&T has gradually slipped from being a value grower to a profit seeker. 
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India enters a massive growth phase, we are moving 
away from the construction and fabrication orbit into 
engineering and project management.” 

His answer should pacify investors who are 
growing concerned over margins. “The company 
needs to differentiate itself from others. In cons- 
truction, there are at least 15-20 smaller players 
who can execute the large projects L&T does,” says 
an analyst with a domestic brokerage firm. 

In the last five years, it has aggressively moved 
into the West Asian construction and turnkey pro- 
ject market. “The strategy has been to treat West 
Asia as an extension of India. In construction and 
turnkey projects, we have a presence in seven West 
Asian nations, Bangladesh, Nepal and Sri Lanka,” 
says Naik, adding that he expects to have an L&T 
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BEST p & TOUBRO WENT ON A VALUE 
creation drive in 1999. A massive 
P RACT | СЕ interactive process involving 7,500 peo- 
ple generated the company's first vision 
statement. Value creation was at the core of the philosophy and was 
defined differently for different constituents of the “value tree”—and 
ranged from operational excellence, to better use of working capital or 
even tapping new geographies. “We involved people down to the 
supervisor level in this process so they understood exactly how they 
could make a difference,” says Y.M. Deosthalee, cro, L&T. The results 
are already visible: Strict monitoring of working capital has resulted in 
a doubling of the asset-turnover ratio in the last four-five years. L&T has 
been climbing steadily up the value chain—from fabrication and 
construction projects to engineering and project management. It is now 
gunning for a presence in technology-intensive projects to differentiate 
itself from scores of smaller players that take up construction and 
fabrication jobs. “We focus on quality growth and outsource jobs that 
don't require major engineering talent to smaller companies," says 
K. Venkataramanan, President (Operations), L&r. The company has also 
adopted a crucial de-risking strategy through geographical diversifica- 
tion. "Our revenues had remained stagnant between 1998 and 2001. 
The overall investment level in the country was low and we had to com- 
pete with international majors in the domestic market; so we embarked 
on a strategy to create a global footprint, thus insulating ourselves against 
the vagaries of the Indian market," says Deosthalee. 

L&T is making an aggressive foray into the international markets, 
particularly in the manufacturing space. Its heavy engineering division's 
order book has grown 55 per cent in the last year alone and its Hazira 
Works was recognised as a "Most Valuable Supplier" by Fluor Daniel, 
a major us-based ЕРС contractor. 





House in Abu Dhabi within the 
next two years. In addition, the 
company has bagged heavy engi- 
neering orders worth Rs 275 
crore from the us in the last 10 
months alone. China is another 
focus market. L&T will open an 
office in Beijing this May. “We 
have already sold high tech equip- 
ment worth Rs 700 crore in 
China and I am targeting Rs 500 
crore sales there this year," says 
Naik. This global foray is begin- 
ning to pay off: Five years ago, 
international sales contributed 
next to nothing to the company's 
turnover; they now account for 
about 17 per cent of revenues. 
The goal is to step this up to 25 
per cent by 2009-10. 

Overseas turnkey and construc- 
tion projects could mean lower 
margins for the time being, but 
*they will improve as we establish 
more beachheads", assures Venkata- 
ramanan. He adds, *The impor- 
tant thing is to guard our turf in 
India. Global companies are ente- 
ring India and China. There will 
be qualitative changes in require- 
ments as massive infrastructure pro- 
jects are launched. We have begun 
to prepare for that scale. Even now, 
we are the only Indian company 
operating in several of the niches we 
occupy; the others are all multina- 
tionals. In that sense, you could 
call us the ‘national champions’.” 

National champion it may be, 
but it still faces some major risks 
and challenges. Key among them 
will be the ability to attract the 
best talent and manage the attri- 
tion of top performers. Also, the 
sizes of most of its businesses are 
still quite small by world stan- 
dards. This raises questions about 
their global competitiveness. 

How it addresses these issues 
will decide if the “national cham- 
pion” can go on to become a world 
beater. For now, investors can rest 
assured that its domestic turf is 
reasonably well protected. 
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GET, SET 
GROW 


Wipro's revenues have 
surged past a billion 
dollars and it is now 
India's largest private 
employer. Azim Premji 
is now preparing his 
company for the next 
phase of growth. 


BY VENKATESHA BABU 


IPRO'S SPRAWLING RED BRICK CAMPUS AT 
Sarjapur, 12 kilometres from the 
heart of Bangalore, seems an oasis of 
peace. Stone sculptures set amidst 
acres of manicured lawns and 
artificial water bodies present a picture of poise and 
harmony. But it's a totally different world outside. The 
approach road is pockmarked with potholes and a 
drive to the campus can be a bone-jarring experi- 
ence. The traffic is chaotic and power failures are 
commonplace. This contrast is not by chance. Today, 
Wipro almost seems to be on autopilot as it scales new 
heights—the result, company sources points out, of a 
carefully thought out and well-executed strategy. 
*We have always been customer-focussed. Yes, there 








were many challenges in the past, but Wipro has 
always adapted itself to meet customer expectations," 
says Azim H. Premji, 59, Chairman of Wipro. But 
things weren't always this rosy. 

There was a time in the late 1990s when Wipro 
seemed to teeter on the brink. Several senior executives 
like Ashok Soota, then President of Wipro Infotech and 
currently the CMD of MindTree Consulting, Sridhar 
Mitta, CTO of Wipro Global R&D and currently 
Managing Director of e4e India, and Ashok Narasimhan, 
President of Wipro Systems and currently CEO of 
July Systems, left the company to start their own ven- 
tures. Would Wipro be able to manage the departure 
of so many senior executives? everybody wondered. 
Premji tided over the crisis by deftly capitalising on the 


huge Y2K opportunity at that time and Wipro emerged from the crisis a lot 
stronger. The company also leveraged the window of opportunity thrown 
open by the Y2K scare to become a full-fledged services provider. *Wipro 
was one of a handful of companies that was able to convert this entry point 
to emerge as a critical partner for several of their international cus- 
tomers,” points out 5. Subramanyam, MD of Ascent Securities. 

But the 2001-02 dotcom bust in the us again hit the company hard. 
Wipro has traditionally been a significant player in outsourced R&D, 
technology and telecom vertical segments; these were hit the hardest dur- 
ing the bust. The impact of the slowdown immediately showed up on its 
bottom line. In 2002-03, even as revenues grew 24.2 per cent from 
Rs 3,492 crore to Rs 4,338 crore, the net profit actually fell nearly 8 per 
cent from Rs 885 crore to Rs 820 crore. This opened Premji's eyes to a crit- 
ical weakness—Wipro had too many eggs in too few baskets. Result: A rush 
to diversify the company's product portfolio. Prof T.R. Venkatesh, 
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Director of ICFAI Business School, Bangalore, points 
out: “This is when Wipro was forced to broad base 
its market offerings. It could do that in two ways: 
Build or buy. Where time to market issues were 
involved, Wipro chose to grow inorganically by 
acquiring other companies. 

Wipro unveiled its now famous “string of pearls” 
acquisition strategy in July 2002 to a mixed press. 
The management projected it as a move to broad base 
its portfolio of offerings, but market analysts saw it 
as a defensive move to “buy growth” in a tough 
market. Defensive or not, the issue was carefully 
thought through. Explains Premji: “We look at 
whether we can build competencies internally and 
also whether there is time to market issues and 
other challenges. Only when we find a target, which 
is a strategic and cultural fit and also adds value, do 
we go ahead with the acquisition.” 

In July 2002, Wipro swooped down on 
Spectramind and bought it for an eventual price of 
$95.5 million (Rs 453 crore at the then exchange 
rate; it was done in two tranches). Again critics snig- 
gered that the price paid was too high and that integ- 
ration would be tough. Today, Wipro Bro (as 
Spectramind has been renamed after being fully integ- 
rated into the company) has 23 active clients; its rev- 
enues and profit for the nine-month period ended 
December 31, 2004, grew 48 per cent and 23 per 
cent, respectively, over the previous corresponding 
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period. The company followed this up over the next 
two years by acquiring GE Medical Systems Information 
Technology, Ericsson’s Indian R&D labs, Nerve Wire, 
and the energy practice of AMS for a cumulative sum of 
more than $50 million (Rs 220 crore) to plug gaps in 
its portfolio of offerings or to strengthen an existing 
business. With the telecom and the outsourced R&D 
services market reviving, Wipro is sitting pretty. “These 
acquisitions have already started paying off for Wipro,” 
says Subramanyam of Ascent Securities. Clearly, the 
string of pearls is a smart piece of strategy. 

But what is it that sets Wipro apart from its peers? 
Lots. In R&D outsourcing, for instance, it provides ser- 
vices from evolution, deployment and sustenance 
over an entire product life cycle. It is extremely diffi- 
cult, if not impossible, to replicate this capability be- 
cause proprietary intellectual property is at the core of 
these offerings. That’s why its revenues from the 
telecom and inter-networking (read: telecom equip- 
ment manufacturers) business zoomed 42 per cent in 
the third quarter of the current fiscal, while its 
embedded systems and production engineering grew 
33 per cent over the same period. Little wonder then 
that Wipro today boasts marquee clients like Sony, 
Dell, Nokia and GE. This ability to offer differentiated 
services even as it aims to be a one-stop shop for all rr 
services gives it a key edge. Another factor is its abil- 
ity to make the right acquisitions at the right price and 
integrate the new company into itself. 
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All this has meant that the com- 
pany has set a giddy pace of growth. 
Since its launch in 1945, its reve- 
nues, net income and market capi- 
talisation have grown at a com- 
pounded annual growth rate of 21 
per cent, 30 per cent and 30 per 
cent, respectively. Its share price 
(face value Rs 2), which had | 
reached stratospheric levels of § 
Rs 2,100-plus during the dotcom- ; providing broad based 
k . | Services 
induced global rr gold rush—it was — f 
at Rs 1,701.33 on April 3, 2000, 
the first trading day of the period 
considered in this report.—now 
reigns at around the Rs 675-700 
levels, giving it a market cap of 
around Rs 50,000 crore. Premji 
apart, it has created hundreds of 
dollar millionaires and a few rupee 
billionaires too—a clear one- 
to-one relationship between sound management prac- 
tices and the creation of shareholder wealth. 

However, there are a number of issues that can still 
trip the company. Like its peers, Wipro will face 
growth challenges. It is relatively easy for a small 
company to grow at an annual clip of 40-50 per cent. 
But a billion-dollar-plus corporation like Wipro will find 
it difficult to sustain this pace quarter after quarter. 

Also, Wipro has high attrition rates. In BPOs, this is 
nearly 30 per cent while in тг the figure is 15 рег 
cent, compared to the industry average of 10-12 per 
cent. This is worrying, especially in an industry where 
people are key. Premji, though, feels that such com- 
parisons are unfair. "Wipro earns 35 per cent of its 


Revenue Growth 





Value Growth Matrix 


Wipro has consistently 


been a value grower for the last six years. 


alue Buildin 











revenues from technology while others (read: Infosys) 
get only 15 per cent of theirs from this segment" he 
says. The implication is that the higher turnover of 
employees is in line with the industry segments it 
addresses. Company sources point out that Wipro 
has to compete for talent not only with its Indian 
peers, but also global leaders like Cisco and Microsoft. 

Wipro, like most technology companies, tries to 
retain talent with the help of a so-called golden hand- 
cuff. Its employee stock option plan has already created 
a number of millionaires in the last few years. But its 
competitors also offer similar packages and Wipro 
needs to differentiate its rewards system, if only to ring- 
fence itself against predatory poaching. Premji admits 
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The game has changed. 
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ZIM PREMJI IS ONE OF THOSE 


BEST 
PRACTICE as gargantuan as his wealth. 
And he's shovelling in conside- 
rable amounts of the latter to fulfil the call of the former. The 
Azim Н, Premji Foundation (AHF), which focusses only on primary 
education, is funded entirely out of his personal wealth. Its annual 
spend: Rs.25 crore. This is in addition to Wipro’s contribution of 
Rs 3 crore every year. Premji firmly believes that “the education 
system should foster creativity rather than rote learning”. 

Since 2000, this literary mission has financed 7, 000 schools in 
Karnataka, ‘Andhra Pradesh, Tamil Nadu, Himachal Pradesh, 
‘Madhya Pradesh, Punjab and Rajasthan. More than 18 lakh young 
students and: 29,000 teachers have benefited from this prog- 
ramme. The mission was recently extended to Uttaranchal at the in- 
vitation of the state government. Wipro and AHF say they will go to 
other states if the government is willing to work with them to im- 
prove the education system. To ensure that those who run the sys- 
tem have a stake in it, Wipro and the foundation—which put in 50 
per cent of the cost—insist that their partner organisations cough 
up the rest. Wipro employees are also encouraged to participate in 

the company’s literacy mission. 


Premji's business acumen helped India become a knowledge. 


powerhouse. Now, the call of his conscience may well help 
create the base to sustain this comparative advantage. 
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billionaires whose heart is : 





this obliquely. *We have reposi- 


` tioned our compensation mecha- 


nism to reflect market realities," 
he says. This has helped bring 
down attrition to around 12 per 
cent compared to the high teens it 
was earlier. 

Another area that needs 
attention is the BPO business, 
which, despite its rapid growth, 
still depends on voice for 86 per 


- cent of its business. Premji himself. 


admits that the attrition here is 
very high. Unless it moves towards 
transaction process outsourcing 
where margins are higher, Wipro 
might be squeezed on profitability 
even though its topline may grow. 
Succession could be another 
issue in the company, as Premji 
personally owns 83 per cent of 
the company. He has two sons, 
neither of whom are directly 
involved in the business. All that 
the Chairman himself is willing 
to say is: “Wipro is a professio- 
nally-managed company. At any 
point of time and for all levels, 
at least three people are being 


. groomed for succession". The 


company also has a strong second 
line of employee talent that can 
fill in the gap should the need 
arise. Its systems and processes 
are also strong enough to integ- 
rate outsiders into its senior 


^ management cadre. It proved 


this several times since that fate- 
fal phase in the late 90s when 
several top managers left. 

. But succession is not expected 
to be an issue anytime soon. For 
now, Wipro is sitting pretty. 
Premji himself sees issues like 
managing the challenge of scale, 
and integrational and cultural 
issues—as Wipro becomes a truly 


. global corporation—as key to the 


company's continued growth. The 
one-time vanaspati manufacturer 
has indeed come a long way. 


BL 8008-52E 
MRP Rs. 19,500 


> 270 days power reserve 
8 Dual time 
E ч. Alarm 


Hakuhodo Percept 


o-Drive watches now come with the unique 3 years 3 monti ; 3 days guarante " ( ITIZEN 


hich means you also get peace of mind along with some very special features. 


Eco-Drive 


A revolutionary watch 
tizen Eco-Drive collection starts from Rs. 3,795/-. 


ilable at: FIRST CITIZEN (CITIZEN'S EXCLUSIVE STORE) Delhi: M-73, Greater Kailash - | Market, Ph: (011) 26443102 / 51631241. Mumbai: 1. Flora Fountain (Opp. Thomas Cook) Ph: (02 

T. Road, Borlvali (W) Ph: (022) 28333077 / 30907896. Chennai: Spencer Plaza Ph: (044) 28492760 / 62. Coimbatore: 188, Thiruvenkataswamy Roac R.S. Puram Ph 51349. Kolkata: The A 
! Center Р: (033) 23584305, Bangalore: 1. Safina Plaza Ph: (080) 25325757 / 25325786. 2. Sri Raghavendra Complex, Jayanagar 4th Block Ph: (080) 51211511. Ahmedabad: C.G. Centre. М гап 
(079) 26460700. Hyderabad: Methodist Complex Ph: (040) 23324686. Secunderabad: Hardy Complex Ph: (040) 55329331. Kochi: M. G. Road Ph: (0484) 2383 Jaipur 

(0141) 5111057 / 94140 78944, Pune: Sahajanand Complex Ph: (020) 26345749 / 26348165 Baroda: Siddharth Comnlex Ph: (02651 23ППАЯЯ / GROAN 10510 мны! с A тыл, ож. imc 









Toyota | NNOV A. Give shape to your des 


Meet the Innova. A first-of-its-kir 
reliability with pure sophisticati 
The Innova is a truly global car, 


(Anti-Lock Brakint 





Easy access 3-row seating with AC vents for all 3 rows* WT-i 2.0L [1998cc(cm?)] petrol engine 








i "n = ч 
| Ln Ad | | For more info, visit www.innovabharat.com 


D. n 
т?” 





NORTH: HARAYANA: Karnal: C 
Jalandhar: 





184-2380587, 9896049102, JAMMU & KASHMIR: Jammu: Stree Toyota Ph: 0191-24 
aste Toyota Ph: Ludhiana: Radiant 161-251 1400-03: RAJASTHAN: Jaipur; Speedine Т; 
P 36841 ЛО: ООА; Sharayu Toyota Ph: ORX 02; GUJARAT; Ahmedabad: inf 
2-2648171/191/180: Nashik: Wasan Toyota Ph 3: Pune: DSK Toyota Ph: 020-2566 
1-3 Mangalore: United Toyota Ph: 0624-4 2492343 KERALA: Calicut: Amana Tov 


NEW DELHI: Galaxy Toyota Ph: 98109-9910601 
) 700571-2 Udaipur. Chandra Toyota Ph 
Ph: 079-26896612-17: Vadodara; East Afnca Toyota 
11, SOUTH: ANDHRA PRADESH: Hyderabad: Dot 
2487755. Kochi Nippon Tovota Ph 2700833 




















louch 


he 
Perfection 





3u qualities never before found together in any car. Loads of space with heaps of style. Solid 


wer with outstanding fuel economy. Sleek looks with super sturdiness. Impressive size with great agility. 
ree continents. Book a test drive at your nearest Toyota dealer. See how it feels to have all you desire 


All you desire 





Фад“ * High rigidity frame * 6-ѕреакег CD & МРЗ music system* * Multiple seating configurations 





xa Deihi Ph: 9610016555001 1-22149696: Ghaziabad: Uttam Toyota Ph: 9810373748, 9818822505; Gurgaon; MGF Toyota Ph: 0124-2397375-7, 9810380709; PUNJAB: Chandigarh: Plonee 853442143 9 
2542700-2: Bareilly; Commercial Toyota Ph: 0581-2561401-2; Lucknow; Sunny Toyota Ph: 0522-2201161/90; Varanasi: Rajendra Toyota Рт 0542-2634522 2604544214 94 WEST: CHATTISGARH 
Xa Ph: 0731:2577000/1/23 Jabalpur: Frontier Toyota Ph: 0761-2371234,267 1589 2371678: MAHARASHTRA: Mumbai: Lakozy Toyota Ph: 02228817773689, Shinmi Toyota Ph: 022-56625315-20 Thane: Mllenniur Xa Ph: 024 

113555495: Vijayawada: Racha Madhav Toyota Ph: 0866-2844001-3, Vishakapatnam: Leela Krishna; 0891- 2782686.2782777 2782999 KARNATAKA: Bangalore: Nand Т ш Ph: 080-234 


МЬ hannar 1 anon Trunts Div PALERAN Crimhatrew’ Anamalaie Tra Div ГЫ УЗ. DMA TATA БАСТ. MADHA һай Bahie Tred: Dis ET 2002 Exit Ton aa с». гы 





y 72.265; 143 20000 


















GRAPHICS BY KULDEEP 


ey Financials 


. 2,490.93 





'01-02 02-03 '03-04 '04-05* 


NI figures in Rs crore except ROCE, which is in per cent 


* For nine months ended December 31, 2004 


Source: ICICI annual reports 


B2 hUSINESS TODAY MARCH 27 


2005 


 .. Kel Bank т 


CHUMI 
IN A SUIT 


K.V. Kamath, a Formula One fan, runs ICICI 
Bank just like his favourite sport: Hands 
on the wheel and pedal to the floor. 
BY ROSHNI JAYAKAR 


MAGINE IF YOU NOT JUST HAD TO DRIVE A 75-FEET TURNPIKE 
trailer to work every day, but also slalom test it on the 
way. Kundapur Vaman Kamath doesn't have to imagine. The 
CEO of ICICI Bank has been doing just that ever since he took 
over the reins of a state-owned industrial credit institution way 
back in 1996. In those eight years, he's put a lackadaisical and 
anachronistic entity through five gut-wrenching organisational 
overhauls—one of them involved reverse merging ICICI (Industrial 
Credit and Investment Corporation of India) with ICICI Bank in 
2002. At most other industrials banks (think IFCI or IDBI), that 
would have been enough to leave things in a mess—talented 
employees gone, the remaining demoralised, and a fractured 
organisation feeling pain at every move. 

Not at ICICI. Kamath's makeovers haven't just changed ICICI 
beyond recognition, but made it the industry's meanest fighting 
machine. Very fast and very furious. Take a look. Over the last nine 
months, India's second largest bank has added 10,000 retail cus- 
tomers every single day, taking the tally to 12 million. In January 
a year ago, its retail presence was limited to 600 cities. Today, it 
spans 1,500. With a retail portfolio of Rs 50,000 crore—the 
largest of all banks in the country—it leads in every segment it has 
a presence in—credit cards, car loans, home loans and personal 
loans, among others. It may not be the biggest—indeed, that’s not 
one of Kamath's targets—but it's real big and, in the ring, nobody 





moves like it does. “Now,” quips Kalpana Morparia, 
the bank’s Deputy Managing Director, “the chal- 
lenge is ourselves.” 

Agreed that it’s going to take the bank’s rivals 
some time to catch up—if they do, that is—but where 
does ICICI go from here? Most likely, global. Last 
year, it set up offices in Canada, China, Singapore, the 
UK and the UAE. Now, the board has approved setting 
up of offices in Kenya, Indonesia, Thailand and 
Malaysia. The strategy is to follow domestic clients that 
are globalising, and on the retail front, tap the affluent 
non-resident Indian (NRI). The business focus is on get- 
ting trade finance flows, garnering more of corres- 
pondent banking relationships, and assisting in 
remittances and other products for NRIS. 

At home, having built critical mass with 12 million 
customers and a 30 per cent share of retail banking, 
ICICI's plan is to focus on operating efficiencies and get 
more business out of existing customers. That'll be 
done either by selling more products to the existing 
customers or doing higher value business in each 
product category. Says Chanda Kochhar, the bank's 
Executive Director: “Whether a bank has edge over its 
rivals will depend on its operating costs and credit 


ICICI Bank’s CEO K.V. Kamath: The transforn 
of ICICI is a 
other tw 


loss-n 


trast to what's | 
IFCI and IDB 


ICICI is the f 


trial Dank 


trugglir 


player in retail banking у 12 mil 


quality,” implying that there’s little differentiati 
to be gained in lending or borrowing rates of a ba 
In corporate banking, ICICI is looking at widen 
its offerings by, for example, adding investi ient 
king and private equity through its group cor 
nies. The idea: Boost fee-based income. In the 
cultural sector, seen more as a necessary evil by ban 


ICICI 1S experimenting with innovative initiatives. I 


tobacco belt of Andhra Pradesh, for instance. it has 


up internet-based ATMs (automated teller machi: 


that not only allow dispensing of loans, but also 
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ot products such as life and general insuranc« 
Sometime in the future, the bank sees these initiati 
turning into big opportunities (remem 
C.K. Prahalad's bottom of the pyramid theory? 

As for Dalal Street already believes that 





No glass ceilings: Chief Execu 

K.V. Kamath with Executive Director 
Chanda Kochhar (left), and Kalpana 
Morparia, Deputy Managing Director 





bank is a winner. ICICI is the eighth 
most valuable company on BT 500, and 
last year alone the bank’s stock surged 
some 41.6 per cent—significantly higher 
than BSE Sensex’s 16.5 per cent gain, or 
the Bankex’s 39 per cent jump. Says 
Rajiv Gupta, Joint Managing Director, psp Merrill 
Lynch: “Entrepreneurship of the management in figu- 
ring out the opportunity in consumer banking very 
early, internal conviction to go ahead and the execution 
of that strategy sets it apart.” 


It’s All About Systems 

In a way, Gupta puts his finger on what really makes 
ICICI one of India’s best managed companies. Like 
we've mentioned elsewhere in the issue, a best managed 
company is not about financial performance alone. Sure, 
it's a very important component of it, but it has its limi- 
tations when it comes to assessing the future of a cor- 
poration. After all, financial information is simply 
point in time data. It tells you how well the company 
performed last quarter or the last year. To under- 
stand a company's long-term prospects, one has to dig 
deeper and look at its DNA—the build blocks of its cor- 
porate existence, if you please. 

At ICICI, it breaks down into three large components: 
information technology, people and execution. All 
three are inter-linked, but the people component 
comes first because the other two, understandably, 
flow from it. No surprises, then, that Kamath, who 


Five-Year Stock Movement 


181,40 


March 1, 
2000 


Figures are BSE closing prices in Rs 


84 BUSINESS TODAY MARCH 27 2005 





worked with ADB (the Asian Development Bank in 
the Philippines followed by a stint at Indonesia’s 
Bakerie Group) before rejoining ICICI, spends most 
of his time on HR-related issues. It could simply be 
“picking up the phone and calling or sending e-mails 
(to)", says Kamath, the 150 or so who make up the top 
general manager-to-joint-and-deputy-managing-director 
band. By spending an inordinate amount of time on his 
people, Kamath's attempt is to build an organisation 
with multiple layers of competency. The business or the 
customer must not suffer because of a lack of compe- 
tent employees. Ergo, there's an elaborate training 
and grooming process that the bank follows, where 
young super performers are set up with ever bigger 
challenges and goals to accelerate their own learning 
and rise within the organisation. As Kamath told a 
Business Today-A.T. Kearney team (which included this 
writer) that interviewed him as part of step-three of the 
study (see How We Identified India's Best Managed 
Company on page 122), the bank must either get 
young people to work for it or get the older more 
experienced employees to think young. 

Linked to that is ICICI’s enviable IT and execution 
capabilities. It is possibly the most intensive user of rr 
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INDIA'S BEST 
MANAGED 
COMPANY 


in the business, and its “90-day 
principle” (see Key Differentiator) 
is the envy of the whole indus- 
try. It has done what at the time of 
execution seemed like unortho- 
dox. It was the first to set up ATMs 
at petrol stations to tap the well- 
to-do segment of car owners; it 
was also the first to woo banking 
customers with ready-to-use ATM 
cards and cheque books. That 
explains why it has the most ATMs 
(1,800 of them) in the country 
today and an increasing share of 
the total retail deposits pie. 

It’s not always big innovations 
that fetch customers at ICICI. Street- 
smartness pays too. Consider this 
instance. When ICICI started doing 
cash management for BEST 
(Mumbai's public transport sys- 
tem), it would be overwhelmed 
by the amount of coins collected at the end of the day. 
Ironically, BEST itself had limited use for them, since its 
big expenses such as salaries were paid via cheques. 5o 
what did the bank do? It actually created a network of 
people who would trade coins for currency notes at 
small establishments such as the Udipi restaurants, 
vegetable vendors and grocery shops in places like 
Dadar and Borivali. All that the bank had to pay this 
network was a small commission. Says Madhabi Puri 
Buch, Senior General Manager: "If the customer has a 
problem that can be solved with trucks and vegetable 
vendors, it is a service we will deliver.” 





| Entry into new 


segments like BPO 


Al Kearney 











Value Growth Matrix 


ICICI has been a value grower in four out of the last five periods. 





Believe it or not, the bank’s back office is run like 
an assembly line. It’s easy to see why. With 10,000 cus- 
tomers signing up every day, there’s tremendous stress 
inflicted on the bank’s infrastructure. To keep the 
system from being overwhelmed, it employs a hub-and- 
spoke model, with a central office surrounded by 18 
regional back offices or, what Kochhar calls, factories. 
These do account opening, issuing of credit cards, 
ATM cards, cheque books and so on. Once again, using 
rr, the regional offices scan and transmit cheques to the 
central office, obviating the need for physical transfer 
of cheques. It not only speeds up the process, but 
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Н EST | Т HAS ТО BE SUCCESSION PLANNING. THE INSTITUTION MAY ВЕ 50 YEARS OLD, BUT 


PRACTICE 





Young and reckless: ICICI Bank boasts one of the 
youngest senior leadership teams in the world 


it views youth as its key strength. “Either you should have young peo- 
ple in your team or have experienced people who can think young,” says 


K.V. Kamath, ceo, icici Bank. Kamath considers his 
‘young leadership team’ a global differentiator. Grooming 
young managers, however, means having in place 
robust succession planning. At icici Bank, that's driven 
top down. The process runs through the organisational 
hierarchy, with the performance management sys- 
tem being the foundation of the entire process. 
Performance appraisal is done by a superior two 
levels above in the hierarchy, and the strengths and 
weaknesses of each individual are identified. Kamath 
personally knows top 150 people well—their strengths, 
weaknesses and skill profiles. The same runs through 
the entire organisation to M1 level. The strategy is to 
build layers of competence. 

Once the fast trackers are identified, the bank 
gives differential compensation and monitors their 
performance. Managing and grooming ‘young leadership 


team’ is not an easy task. To address soft skills and leadership development needs of young leaders, HR runs 
a four-day leadership development capability programme. This is followed by advanced e-learning modules 
that each of these leaders has to complete at specified time intervals. The top performers are “stressed” to 
take on more responsibilities. In the process some may fail, and the bank provides exits for those who can- 
not cope, but it ensures that the bank has a pool of talent at all times. Ideally, Kamath says, the team of young 
leaders below board level should comprise people in their 30s who have been “stressed” out. That is, people 
who've been pushed to achieve greater things at a relatively young age. “We need to mould these people 
to take on higher roles and responsibility,” says Kamath. The upshot of Kamath's succession strategy: ICICI 


Bank has one of the youngest senior leadership teams in the world. 





TOW =a) > Т. 


also allows the bank to increase headcount much 
slower than the increase in transaction volumes. 

The iT strategy is based on a “high-tech, high- 
touch approach”, notes Morparia. As an example, 
she points to the State Bank of India, the country’s 
biggest bank that has 9,039 branches but doesn’t pro- 
vide cutting-edge solutions. The foreign banks, on 
the other hand, have the technology but not the reach, 
she says. ICICI’s edge, then, is its ability to marry high- 
technology with high reach. Where needed, it even 
couriers receipts for transactions. 

But in chasing higher retail business at a blistering 
pace is ICICI running the risk of compromising with its 
asset portfolio? No, says Kochhar. She points out that 
net non-performing assets (NPAs), or bad loans, in the 
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retail business are mere 0.7 per cent of the advances. 
(The overall NPA for the bank is 2.3 per cent—lower 
than the industry average of 2.9 per cent.) The way ICICI 
manages to achieve such low NPAs on a rapidly growing 
base is by decentralising distribution, but centralising risk 
control. In other words, potential customers are roped 
in by one set of people and their credit-worthiness is 
checked by a different set. 

As the bank turns to growing its business outside 
India, it will inevitably rely on its learnings here. Also 
expect organic growth to be the strategy, since Kamath 
has already said that he doesn’t see much merit in 
acquisitions. That’s global banking wisdom turned on 
its head, but Kamath is unfazed. After all, he’s done just 
fine playing by his own rules. 
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Tata Power _ 





LIGHTING IT UP 


The country's largest private power producer learns new 
tricks as it transforms itself into a more consumer-friendly 
place, becomes a more efficient producer, and aims to 
double generation capacity in the next five years. sv asır PAL 


IKE LONG DISTENDED CLAWS THEY REACH 

for the sky. Eerily silent, scores of mon- 

strous cranes lie along the wharf, basking 

in the afternoon sun. From the seventh 

floor of Tata Power's office in Carnac 
Bunder the view of the iron hulks, neat stacks of 
cargo containers and the Arabian Sea beyond is a 
mesmerising one. Bombay Port Trust, which runs 
the dockyard, also happens to be one of Tata 
Power's valued customers. Others include the 
central and western railways, the Maharashtra 
state electricity board and sundry textile mills, 
which collectively consume 10,500 million units of 
electricity every year or 75 per cent of Mumbai's 
total bulk requirement. 

A 15-minute-drive away, the third floor con- 
ference room in the Tata group bastion—Bombay 
House—may lack Carnac Bunder's panoramic vista 
but the vision Firdose A. Vandrevala, the 54-year-old 
cheery Managing Director, is painting is no less 
engrossing. The 90-year-old utility is in the midst of 
a transformation. Or to use an expression Vandrevala 
is partial to: *It's the difference between a pros- 
perous farmer contently tilling his fields and a 
hunter going out, fighting and gathering food." 

One quick glace at some of the recent projects is 
all it takes to get a feel of the kind of aggressive 
forays Tata Power's been making lately. Generation 
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capacity, currently 2,203 Mw, will be doubled over 
the next five years with the total investment peg- 
ged at Rs 10,000 crore. A 330-Mw hydel project 
in Shrinagar, Uttaranchal has been taken over at 
Rs 1,650 crore and Vile, Maharashtra has been 
identified for its next (1,000 Mw) thermal project, 
into which an estimated Rs 2,500 crore will be 
sunk. In 2004 Tata Power bagged a $32 million 
(Rs 140.8 crore) contract from Power Grid 
Corporation of Bangladesh to set up a 187-KM, 
230-kv transmission line connecting Khulna and 
Ishurdi to be completed over the next one year. 

Rather than drone on about these mega-pro- 
jects, Vandrevala—a former Deputy Managing 
Director of Tata Steel—would rather talk about 
qualitative achievements. *Rather than a big ham- 
mer, I think we're closer to a sharp nail," chuckles 
the head of India's largest private power company, 
holding forth on benchmarks set, attitudinal 
changes and new growth areas. That's because 
flourishing in the Indian power sector can be a 
very trying affair. Scale and specialised skills are 
both required in equal measures as the sector 
continues to be an unusual one. 

Against current capacity of 112,000 Mw, demand 
for power in India is expected to touch 212,000 Mw 
by 2012. Estimates put the investment required 
over the next decade at a staggering $170 billion 
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Tata Power's Vandrevala: 
Transforming the 90-year-old _ 
power utility through a combination 


of cost reduction, steady growth — 
and change in attitude 


-—— 





Key Financials 


e 

мг. 

1,359 427 149 5 
1,028 99091" = 


-—-——————# a 


'00-01 01-02 902-08 0344 04-05 


390 380.45* 
ў 


700-01 101-00 0203 03-4 04-06 
"00-01 01-02 02.03 ‘03-04 0405 
NI figures in Rs crore except ROCE, which is in per cent 
2004 


* For nine months ended December 31, 
Source: Tata Power annual reports 


MARCH 27 2005 BUSINESS TODAY 91 





Team Tata Power: 


ategy & Regulatio 


R) M. Bhandari, VP 


S. Ramakrishnar 


(Rs 7,48,000 crore). Yet it has always been and still 
continues to be a highly-regulated sector (see Best 
Practice, on how Tata Power steers its way). Despite 
public declarations and landmark legislation like 
Electricity Bill 2003, ground level realities are far 
from ideal. Power distribution, managed by state elec- 
tricity boards is yet to fully open up, as is “open access 
for transmission”. Thus even today private genera- 
tors are not allowed to rake in returns beyond the stipu- 
lated 16 per cent. Any efficiencies squeezed out of the 
production process or by optimising fuel mix have to 
be passed on to the consumer. 


Sign Of The Times 
But private producers like Tata Power are hoping 
that things will change, sooner rather than later, and 
optimistically gearing up for the competitive chal- 
lenges a deregulated market will bring. Tata Power's 
organisational transformation—inspired by the Tata 
Business Excellence Model—is being driven through a 
combination of cost reduction and steady growth. It hit 
pay part with its fuel-sourcing policy, which in thermal 
power projects can account for half the costs. 
Around four years back Unit 5 at Tata Power's 
1,330-Mw Trombay unit was told it needed to restrict 
sulphur dioxide emissions to 24 tonnes per day, in line 
with laid-down pollution norms. The company had the 
option of switching over to a gas-based unit, where pol- 
lution levels would be at par with those specified. 
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But this would have resulted in costs doubling. Tata 
Power had to do things differently. 

Along came Adaro and Kadico (after an exhaus- 
tive Internet search), two coal mines in Indonesia pro- 
ducing a unique coal variant. Compared to Indian 
coal in which the sulphur content is a minimum 1 per 
cent and ash content 30-40 per cent, this Indonesian 
coal has a sulphur content of only 0.1-0.15 per cent 
and ash of less than 2 per cent. Today Trombay's 
500-Mw Unit 5 is powered by 1.9 million tones of 
Indonesian coal annually. Not only have the pollu- 
tion norms been adhered to, but the company has 
been able to save costs to the tune of Rs 188 crore, 
or 17 paise per unit of power. 

Equally propitious has been the energy company's 
first brush with Delhi's consumers. Tata Power's first 
foray into retail distribution outside Mumbai (its licence 
area), North Delhi Power (NDPL) is a joint venture 
with the Delhi state government. NDPL supplies to 
over 8 lakh consumers in north and north-west Delhi. 
“I could spend a day just talking about the kind of work 
we're doing in New Delhi," says Vandrevala, who 
personally monitors customer satisfaction levels. Thus, 
to consumers plagued by load shedding, voltage fluc- 
tuations, faulty billing, heavy pilferage and non-existent 
service standards, Tata Power introduced a 24x7 call 
centre, a customer portal, wireless reading of meters, 
SMS alerts of impending shutdowns, regular consumer 
forums, and emergency vans. Superior consumer 
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The two IT parks, in the new and resurgent Kerala, offer a unique convergence of quality 
infrastructure and inspiring environment... prompting IT bigwigs to set up shop in God's own e-state. 


www.technopark.org 









Aerial view of Technopark 


www.infoparkkochi.com 
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Е Kerala 


god's own e-state 


Kerala offers: * Highest density of science & technology personnel “Lowest 


attrition rates YOperational costs lower by 50% ч Pro-enterprise Government 
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service is supplemented with tech- 
nical enhancements. Rs 330 crore 
has been spent to improve relia- 
bility. Not surprising then to find 
the Aggregate Technical and 
Commercial losses dropping from 
53 per cent to 45 per cent over the 
last two years, and the average 
interruptions per annum reducing 
by 67 per cent. 

Such numbers are music to the 
ears of Executive Director 
(Technical) P.K. Kukde. A 35-year- 
old power industry veteran, he 
reels of a long list of technical feats 
the company's pulled off in 
Mumbai. Today the frequency of 
consumer interruptions is a mere 1 
compared to 2.29 internationally 
and the average duration of inter- 
ruptions is only 29 minutes, way below the international 
93 minutes. À combination of best practices, nifty 
resource management and common sense has ensured 
that plant shutdown time is reduced from 45 to 25 days. 

Measures like these while praiseworthy today may 
become survival tomorrow. Competitors like Reliance 
Energy Ltd. (REL, formerly BsES) are on a war footing. 
Basically a distribution company, REL supplies to 25-mil- 
lion customers across six states and is now backward 
integrating into generation. Its plans, true to its pedi- 
gree, are gargantuan; REL has announced that over 
the next five years it will invest Rs 20,000 crore in mega 
projects like the 3,500 Mw Dadri plant in Western UP. 
The distribution charge will continue, into 10-15 new 
states, a move that will ensure a head-on confrontation 
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Value Growth Matrx 


Tata Power has gradually slipped from being a value grower to an under-performer. 








‘Value Building: 





with Tata Power. Opines industry analyst Sameer 
Ranade of Pioneer Intermediaries: “While REL is 
aggressive by nature, Tata Power appears to be more 
measured in its approach.” 


Staying Ahead 

As it tries to hold onto its numero uno spot, help 
may come from a little talked-about division, dubbed 
Strategic Electronics. Rahul Chaudhry, CEO of this 
division, expects a nearly 10-fold growth in revenues 
over the next five years to Rs 600 crore. While the divi- 
sion’s current contribution to the company’s top line 
is negligible, it’s carved a niche for itself in the defence 
industry. Be it display systems for the Indian navy, 
Pinaka, a multibarrel rocket launcher, or missile 








Strength for the weak, 

flexibility for the rigid. 

Mobility for the static, 

stability for the unsteady. 

Precision for the sharp, 

poise for the delicate. 
Steel is everything. Steel is life. 
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O GET AN ACCURATE PICTURE OF 

the labyrinthine maze that is 
the Indian power sector, a meeting 
with the Regulations team at Tata 
Power is a must. This 12-member team's primary function is to 
help the utility company find its way through the highly regulated and 
complex industry where even today everything from tariff norms to trans- 
mission priorities are a direct function of government diktat. Also referred 
to as the policy advocacy cell, the team—headed by vp, Strategy & 
Regulations, Mahesh Bhandari—comprises people drawn from func- 
tions as varied as technical, legal and economics. 

Interacting with various state regulators like the Maharashtra 
Electricity Regulatory Commission or the apex central body, the 
Central Energy Regulatory Commission, or the ministries of energy and 
power, the Regulations team keeps track of policy changes, resolution 
of disputes, and ever-changing procedures, and interacts with 
bureaucrats and key players, both at the policy and operational 
level. What makes the task bewildering at times is the quantum of 
information and data the team has to go through. While the central 
government sets the broad direction and policy directives, imple- 
mentation is at the state level. As diverse is the number of states, 
equally varied is their legislation. So while Maharashtra mandates that 
any hike in fuel cost must only be passed on to the consumer over a 
phased period, another state may be all right with a one-time hike. 


BEST 
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Navigator: Tata Power has successfully dealt with the maze of India’s power sector 





96 BUSINESS TODAY MARCH 27 2005 


Akash, the division’s expertise espe- 
cially in missile electronics and 
onboard computers in widely 
acknowledged. As a further valida- 
tion of the quality of its engineer- 
ing and technical pool, managers 
like to point out that F.C. Kohli, 
founder of Tata Consultancy 
Services, began his professional 
career in this very division. 

In the meanwhile, newer areas 
are being explored, and S. Rama- 
krishna, Executive Director 
(Finance, Strategy and Regulations), 
has built a reputation for sniffing 
out lucrative opportunities. Power 
Trading is one such niche that holds 
tremendous potential for the future. 
The power-trading subsidiary, Tata 
Power Trading Company, has 
bagged the first ever licence, enab- 
ling it trade power across the coun- 
try. Trading involves supplying sur- 
plus power available during off- 
peak hours or acting as a middle- 
man between potential buyers and 
sellers. While currently only 2 per 
cent of total power is traded, this 
high volume-low margin business is 
expected to pick up in the next 
three years. “Along with genera- 
tion of revenues, power trading 
ensures efficiency of resources and 
optimisation of plant load factor,” 
says Ramakrishna. 

And if it’s machines for some, 
it’s manpower for others. With 
mediocre remuneration structures 
and long stints in remote power 
plants, attracting bright engineers is 
getting tougher day by day. Retai- 
ning them is tougher. Though attri- 
tion levels are still at a low 3.6 per 
cent, the company is offering perfor- 
mance-based initiatives, something 
unheard of in the power industry. 
Ronald Sequire, VP, Human 
Resources, still has sleepless nights 
wondering how to keep excitement 
levels high in the 3,361 odd work- 
force. “We have to win over the 
heads and hearts of our people”. Or 
else the competition will. 


A chip that’s embedded in 5 million hearts 
than in handsets. 









ALCHEMIST 
WHO SAW 
TOMORROW 


Late Parvinder Singh gave 
Ranbaxy its R&D-driven global 
vision, and a management that 
executed on it almost flawlessly. 
BY SAHAD P.V. 


N THE SIXTH OF THIS MONTH, RANBAXY'S 

corporate headquarters moved from the 

congested business district of Nehru 

Place in South Delhi to a spanking new 

building in the satellite town of Gurgaon. 

Spread over three floors and 130,000 sq. ft., the new 

state-of-the-art office would bring all corporate depart- 

ments under one roof, besides offering improved 

facilities. But that’s not what has Ranbaxy's British CEO 

Brian Tempest excited. A doctorate in chemistry from 

Lancaster University, the 57-year-old is kicked about the 

proximity the new corporate HQ affords to the com- 

pany's R&D labs—it's barely a five-minute drive by car, 

compared to the hour-long ride from Nehru Place. “I 

am part of the R&D community," says Tempest. “We 

have four R&D buildings (in Gurgaon) and I spend at 
least two days a week in the labs.” 

Tempest's enthusiasm for R&D is neither solitary 
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nor atypical. For all effective purposes, R&D is what 
drives the global pharma industry and, therefore, 
Ranbaxy. Not surprisingly, it’s something nobody in 
the company is allowed to forget. When Business 
Today asked Tempest and his No. 2 and scion of 
the Ranbaxy-promoter family, Malvinder Mohan 
Singh, to pose for a photograph, they chose the labs for 
a locale. Earlier, Tempest had held a meeting on—try 
and beat this—corporate governance at one of the labs, 
and Singh, President and in charge of international 
operations, prefers to be debriefed by his country 
managers at the R&D centre too. “It gives them a 
first-hand experience of what the company is about,” 
says the 32-year-old Singh. 

He can say that again. Launched in 1952, Ranbaxy 
remained until the early 90s, a small manufacturer of 
bulk drugs. And it was Parvinder Singh who, impatient 
with the pace and strategy, wrested control from his 


founder-father Bhai Mohan Singh and made Ranbaxy focus on R&D and 
international markets for generics, which are off-patent drugs and 
hence open to all to manufacture. Ranbaxy spent the 90s beefing up its 
R&D and distribution abroad. More importantly, it learnt how to 
navigate the complicated world of global regulations and patent rules. 
Says Rajiv Gulati, CEO of Eli Lilly in India and a former Ranbaxy hand: 
“Dr. Singh was at least three years ahead of others in the industry.” 

For instance, he was the first to exploit the Indian Patents Act of 1970 
(it legalised manufacturing copycat drugs through different processes) 
by bringing in new molecules; Torrent and Cadila followed later. 
Singh was the first to invest in a bulk drug plant in Mohali while others 
were still importing it. Being ahead of the curve has more than paid off. 
By February 2004, Ranbaxy had crossed $1 billion (Rs 4,500 crore at 
the then exchange rate) in revenues, compared to the Rs 334 crore it 
racked up as recently as 1992. Says Ranjit Shahani, Vice Chairman and 
Managing Director, Novartis India: “I remember meeting Dr. Parvinder 
Singh around the same time the $1-billion target was set. The visionary 
zeal I saw in his eyes will stay with me forever.” 
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CEO Brian Tempest: Last year, 
the UK-born Tempest succeeded. 
D.S. Brar, a man as much credited 


for Ranbaxy’ S SUCCESS aS Parvinder 
Singh himself 
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Malvinder and Tempest: 
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Today, Ranbaxy is the world’s eighth largest gene- 
rics manufacturer and the only $1-billion plus Indian 
pharma company. It is targetting $2 billion (Rs 8,800 
crore) revenues by 2007 and by $5 billion (Rs 22,000 
crore) by 2012. Few doubt Ranbaxy’s ability to meet 
those targets. It is already the third-largest filer of 
ANDAs (abbreviated new drug applications for generics) 
with the US Food and Drug Administration. In the past 
decade, it filed 146 ANDAs, 96 of which have been 
approved and 50 pending. To keep up the flow of 
ANDAs—crucial to maintaining growth of its bread- 
n-butter generics business—Ranbaxy plans to hike its 
R&D budget from 6 per cent of revenues to 10 per cent 
by 2007. “The idea is not to lose sight of the long-term 
goals,” says Singh, who may take over from Tempest 
when his term ends in 2007. 


High Stakes Game 
While launching copies of branded drugs seems like a 
fairly easy thing to do, the fact is it is not. It has its fair 
share of R&D challenges, but the biggest challenge is 
timing. You simply have to be the first to hit the mar- 
ket as soon as the branded drug loses its patent pro- 
tection. Why? Typically, as more and more copycat 
manufacturers enter the fray, the market price of the 
drug crashes. Therefore, the timeframe within which 
a manufacturer must sell at prices close to that of the 
branded drug is small. That means, a company like 
Ranbaxy needs the generic copies to keep flowing 
year round to tot up sizeable revenues. 

There is another strategy that a drug maker can 
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adopt to beat the generics price competition. Take 
an existing drug and make significant value addition 
either to its efficacy or delivery. In the industry parlance, 
it’s referred to as Novel Drug Delivery System (NDDS), 
a route that Ranbaxy has increasingly adopted. The 
innovation not only fetches price premium but also 
patent protection. Take the breakthrough Ranbaxy 
managed with Bayer-patented ciprofloxacin. To be 
effective, Bayer’s drug needed to be taken several 
times a day. Ranbaxy, however, came up with an 
improvement that cut the required dosage to once a day 
with the same effect. It not only out-licensed the tech- 
nology for a cool $65 million (Rs 286 crore) to Bayer, 
but also earned royalties on resulting sales. 
Eventually, though, Ranbaxy would want to be 
in a position to launch new drugs on its own. That's 
what global giants like Pfizer do, and that's also what 
fetches them billions of revenues. Ranbaxy wouldn't 
talk about its new drug discovery research (NDDR), 
except to say that half of its R&D is now spent on it. 
Already, there's promising result to show for it. It 
claims to have made *some headway" with three new 
chemical entities (NCEs) in the areas of asthma, urology, 
and malaria. These are at various stages of clinical 
development. There are seven others that have been 
identified and also in the development pipeline. 
However, there's one NCE that Singh is willing to 
talk about. It is for malaria, and has entered phase two 
of clinical trials. The molecule is aimed at mainly the 
underdeveloped countries, and could fetch as much as 
$400 million (Rs 1,760 crore) a year if launched. 
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A Management Institute 
with a difference 


а! “Business Standard" has to say about HIM 


two year full time Residential MBA Programme being 
red by Hindustan Institute of Management Studies from 
3 - 2004 onwards represents a unique and visionary 
eavor on the part of the institute to offer to the corporate 
Id a breed of highly trained professional managers for the 
re.” 


s Residential Programme offers a host of never-before 
lities and infrastructure to the students which extend far 
опа those available in similar programmes offered by 
зу other Management Institutes in the country." 


at sets this program apart from others currently available 
ther parts of the country are special facilities provided to 
students in the form of : State-of-art-the teaching 
hods using interactive software fully computerized 
orked classroom, Laptop Computer for every student, 
Му experienced teaching faculty including visiting 
ilties drawn from eminent experts from industries". 


Salient Features 


e Fully residential program (2 years). 
e Laptop for all students. 


e LAN enabled A/c class room with LCD projection 
and state-of-the-art facilities. 


Highly Experienced Teaching Faculty. 
Weekly guest lectures and corporate visits. 
Alc Hostels for men and women. 
Continental food 

Campus recruitment by leading Corporates. 
Indoor, Outdoor & Water Sports facilities. 


Eligibility : Any degree 


Residential MBA programme of the HIM is dedicated to 
Sforming its students into thoroughbred executives 
sessing well-rounded personalities who are well- 
ipped to survive the challenges of today's dynamic 
porate environment." 


erpts from Business Standard - 12th Nov 2003 
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Tel : 044-2234 2155 / 0980 / 0968 / 2508 Fax : 044-2234 2170 / 2233 3848 Email : hetc@vsni.com 


TOLL FREE : 1600 33 44 38 


Applications are invited for admission for B.E Courses to 
the academic year 2005-06 


For prospectus & application form send Rs.300/- by DD in 
favour of “Hindustan College of Engineering” payable at 
Chennai. 














Even if the molecule fails at the final phase three of 
trials, Ranbaxy is taking it as an opportunity to go 
through the entire grind of drug discovery and deve- 
lopment, which includes everything from under- 
standing the chemistry of diseases to managing clinical 
trial data to getting regulatory approvals. 

No drug company, no matter how big or how 
deep its R&D pockets, can claim mastery over drug 
research. It’s a business fraught with risks. It takes 
about a billion dollars and a dozen years to bring a drug 
from the labs to the marketplace. Ranbaxy was 
reminded of its perils recently. In 2002, it had out- 
licensed an NCE, codenamed RBx 2258 (for treating 
the enlargement of the prostate gland 
in people above 50 years), to 
Germany’s Schwarz Pharma for fur- 
ther development and clinical trials. 
But Schwarz had to abandon trials in 
late phase two due to a lack of desi- 
red results, measured in terms of 
safety, efficacy and superiority. 

If the trials had been successful, 
both Ranbaxy and Schwarz could 
have had a go at the prostate drug 
market worth $2.2 billion (Rs 9,680 
crore). But that’s part of the game. 
Only one out of 10 new molecules 
hits the market, and if the trend at Big 
Pharma is anything to go by, that 
number is only coming down. So, 
as for NCEs, Ranbaxy is in for the 
long haul and will not be a Pfizer or 
an Eli Lilly for some time to come. 
Says Habil Khorakiwala, Chairman 
of Wockhardt: “Ranbaxy has had 





102 BUSINESS TODAY MARCH 27 2005 


Revenue Growth 


its share of successes and failures. But it has still gone 
ahead and invested in research.” 

In the generics space, it hopes to become the fifth 
largest player in the world by 2012. Once again, that 
may not be an impossible target. It has a presence in 
125 countries across the world, and 47 of them have 
country managers (mostly non-Indians) directly res- 
ponsible for performance. Now, Singh says, he wants 
to enter a new market every month. “Maybe 20 years 
hence, we will have more than 100 country managers.” 
The numbers themselves don’t reveal Ranbaxy’s stra- 
tegy behind it, which is to understand each and every 
market independently and collectively. Says Tempest: 


Value Growth Matrx 


Ranbaxy has been a value grower in four out of the last five years. 
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Crompton Greaves touches our lives every day 


Every day of the week, every week of the year, since 1937, Crompton Greaves has 

touched our lives in many ways. Somewhere it provides pleasant breeze. 

Somewhere it helps pump water. Somewhere it lights up homes, offices and = эщ | Crompton 
streets. Somewhere it regulates trains. Somewhere its critical equipment runs G3 

the core industry. Somewhere it helps the country grow by exporting worldwide. LE ud Greaves 
Somewhere or the other Crompton Greaves provides a solution. EVERYDAY SOLUTIONS 


www.cglonline.com 


Transformers - Switchgear - Power Quality - Motors & Alternators» Railway Signalling- Fans- Lights - Pumps- Telecom 
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COMPANY IS NOT DISSIMILAR 

from the average human 

body. An organisation is 

but a conglomeration of 

organs. Each has its indi- 
vidual role to play. And, should any 
one move out of sync, the whole 
organisation is affected, admittedly, 
by varying degrees. 

In the course of conducting the 
Business Today-A.T. Kearney study 
on India's Best Managed Company 
(the most comprehensive of its kind, 
even if we say so ourselves; see Hotw 
We Identified India's Best Managed 
Company on page 122), we realised 
that there are several common threads 
that run through India’s best-managed 
companies. It is our belief that some of 
these practices distinguish the best 
managed from others. 




















Managing Assets That Go 
Home Every Evening 
Human resource management is one of 
India’s biggest challenges. Dynamic 
forces are altering the competitive land- 
scape for companies. Throughout the 
world, companies are gaining the same 
access to technology and information 
about processes as their competitors. As 
access ceases to be a factor of competi- 
tive advantage, the quality of a com- 
pany’s workforce is all that differentiates 
it from its competitors. Ironically, as 
new technologies continue to change 
the face of the business, the last vestige 
of opportunity for a company in a 
competitive environment is its people. 
Globally, companies that manage 
their people the best have undergone 
radical transformation over the last 
decade. The changes that they made 


INDIA'S BEST 
MANAGED 





COMPANIES... 


... and the Best Managed one are organisations 
that, to paraphrase Drucker, get ordinary people to 
do extraordinary things. 


BY KAUSTAV MUKHERJEE, ANSHUMAN MAHESHWARY, 
MRAGANK JAIN, BHAVYA NAND KISHORE AND SATYAJIT LAHIRI 
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1. Azim Premji, Chairman, Wipro 2. Firdose Vandrewala, MD, Tata Power 3. G.V. Prasad, Executive VC & CEO, Dr. Reddy's Labs. 
4. Nandan Nilekani, CEO, President & MD, Infosys 5. Brian Tempest, CEO, Ranbaxy 6. Aditya Puri, MD, HDFC Bank 7. A.M. Naik, 
CMD, L&T 8. S. Sandilya, Chairman, Eicher Motors 9. B. Ramalinga Raju, CEO, Satyam Computer 10. K.V. Kamath, CEO, ICICI Bank 
11. B.S. Shantharaju, MD, Gujarat Gas 12. Rahul Singh, MD & CEO, e-Serve International 13. H.M. Bharuka, MD, Goodlass Nerolac 





THE EQUAL OPPORTUNITY EMPLOYER: ICICI, which boasts a best-in-class succession 
planning system, is a true meritocracy. The number of women in senior positions, such as (L to R) ICICI 
Ventures’ MD & CEO Renuka Ramnath, ICICI Bank ED Chanda Kochhar, ICICI Bank Joint MD Lalita 
Gupte and ICICI Bank Deputy MD Kalpana Morparia, is testimony to that 


have been focussed in five key areas: implementation 
of core values and leadership competencies; redefini- 
tion of the company’s people philosophy; investment 
in the key HR productivity levers; realignment of the HR 
organisation with the needs of the business; and the 
development of a clear and consistent leadership and 
succession planning model. 

India Inc. is likely to find that the joy of expo- 
nential growth is accompanied by the frustration of 
talent scarcity. Leadership and succession planning are 
a key human resource issue, not restricted to the 
top management, but a four-step process spanning an 
organisation’s hierarchy. 

Identifying talent through a robust performance 
appraisal system: India Inc. has traditionally relied on 
confidentiality report (CR) based performance 
appraisals. Organisations across the world are moving 
towards Key Result Area (KRA) based performance 
management systems. KRAs drive a positive culture of 
result-orientation. Further, being more objective in 
nature, they facilitate the process of identifying talent. 
We see an emerging trend among Indian companies 
to go the KRA route. 

Identifying successors by matching available skills 
with job requirements: This involves matching skills sets 
to job requirements. The key lies not just in individu- 
alised documentation of skill sets, but more in really 
knowing the potential successors 

Developing talent through adequate employee deve- 
lopment and training processes: Typically, there exists 
a gap between a role-oriented skill set and that available 
in a candidate. For the candidate to play the desired role 
successfully, the gap should be bridged through training. 
Often, employees find it difficult to take time out of 
work to spend on training. Hence, such gaps go 
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unaddressed. Globally, best-managed companies bridge 
such gaps by making training mandatory or by making 
subordinate development the supervisor's key per- 
formance criteria. Merely 30 per cent (see Best Practices 
Scorecard on page 110) of India's best have adopted this 
practice. Having said that, the importance of on-job 
training should not be ignored. 

Top companies are using "study and learn as you go" 
approach. This hinges on employee empowerment. 
As Aditya Puri, CEO, HDFC Bank, puts it: “We only look 
for the right talent and attitude; the right experience is 
anyway not available. The Indian banking industry is 
undergoing some first time changes. Hence all of us 
need to learn and execute. We identify top performers 
and promote them quickly. In the process half fail. 
However, we have achieved our objective—we create 
a talent pool ready to take on new challenges." 

Companies such as ICICI Bank leverage online trai- 
ning effectively. At ICICI Bank, it is mandatory to com- 
plete specified courses in a defined timeframe. These 
courses are not just about reading at leisure, you need 
to take tests and ‘pass’ them. Best managed companies 
train employees to make the right decisions. Rather than 
choosing the first solution that presents itself, these pro- 
fessionals evaluate alternatives holistically. 

Retaining Talent: In addition to providing 
exciting work, best-managed companies also create 
qualitatively superior support mechanisms for their 
employees. The question is: Is India Inc. sensitive to 
the needs of its workforce? The following facts are 
indicative of ground realities: 

m 20 per cent of India’s top companies don’t have a 
clearly defined policy on sexual harassment 

m Only one company has a stated policy for part- 
time employment for working mothers 
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World's finest sunroofs by Webasto Motherson Sunroofs Limited. Now in India! lt was in 1935 that Webasto introduced 
Sunroofs to the world and ever since it has been turning ordinary drives into exhilarating experiences world over. Call ita wonder of German Engineering. 
Or the style and glamour with which our sunroof opens up. Either ways а drive ceases to be just a drive. It becomes a spectacle. 


Feel the drive 


Prices start from Rs.10,000/- onwards. For live demonstration, call 0120 3946506/3941025. www.webastoindia.com 


NORTH - Delhi- Central • M/s Popular Automobiles: 23747029, 23742541 • M/s Bhagwati Motors: 9810222216, 25769047. West » M/s Deep India Enterprises Pvt. Ltd.: 9899840407. 25275051-5 * Mis Sri Durga Automobiles 
25150796/47 15/4716 * M/s K. Car Kunj Рм. Ltd.: 9810701111, 30957548 * M/s The Sachdev Group: 9810532100, 51877777. South * Mis AutoMarc: 55515551-52 + M/s Jagat Auto Sales: 24620022-2 - M/s Gem Car Décor Pyt 
Lid.: 29811067/ 1219 • M/s Engineers Corporation: 9891188115, 9811022122, 2634 5258 • Mis South Delhi Toyota: 9810514942, 51679500 * M/s Bhasin Motors (India) РИ. Lid.: 51640936-38, 9871091109, North « Mis NECC 
Automobiles Pvt. Ltd.: 9810019573, 9871385405 * M/s AGM Technologies: 9811067898. East Capital Cars Pvt. Lid. 22155996-97 22155988. Gurgaon • Mis Autopsyche: 9810518681 + M/s Car Interiors (Inc): 9811006770, 
2223746, Ghaziabad • Capital Cars Pvt. Lid.: 2776372/73/74, 3941757 + Mis Empire Autos: 2855046, 2855047. Meerut » M/s Das Garage Ри. Ltd.: 2660335, 2660052, 2660383, 2660374. Noida + Mis Nimbus Motors/P) Ltd 

242139244 * Mis Autostrada Accessories: 9810786786, 9810291252. Chandigarh • Ms Swami Automobiles Pvt. Lid.: 9872206098, 2658889, Punjab- Ludhiana + M/s MRG Auto Lid.: 2545031-33 * M/s Sandhu Automobiles: 
2534514, 2535107. Agra * Mis MGR Automobiles Pvt. Ltd.: 2641560-62. Rajasthan- Jaipur « Ms K, S. Cars Ltd : 2374825, 5114190. WEST - Ahmedabad • Yogi Auto Care Pvt. Lid - 6563451, 9825804799. Mumbai + Mis Dilip 
Chhabria Design Pvt. Lid.: 5695 2233 « Mis USL Shinrai Automobiles Lid.: 5662 5315-20 « M/s Shreenath Hyundai: 2673 4040-41 SOUTH - Bangalore * Mis Stanley Seatings: 22100750, 22226237 Chennai * KUN Auto Co. Pvt 
Ltd.: 52170640, 9840063170 • Sandhya: 24988818, 9841041132 • Trans Car India Pvt. Lid.: 24349715. Coimbatore • Tafe Access Lid.: 2220968, 2303318 Secunderabad + Talwar Mobiles Pvt. Ltd - 27807000, 55262000 
Hyderabad» Mahavir Auto Diagnostic Pvt. Ltd.: Cochin» Marikar Engineers Ltd.: 2808214, 9847348811. EAST - Kolkata * M/s Unimpex international: 2285-2250/51, 98310-10989. 


Distributors and Dealers enquiry c pase call 0120 3946506/3941025 or write to us at business@ іпаіа.сот 





| your company make the 
immediate supervisor responsible for 
training of his subordinates? 


NO: 
ls contribution 
to knowledge 84% 
management system 


linked to employee _ 
performance appraisal? 


Does your 
company have 
a web-based 
knowledge 
management 
system? 


What is the 


percentage of women 
workforce in your 
company? 


; Does your company have well-defined 
- globalisation targets? 





What percentage of employees are involved 
in corporate social responsibility initiatives? 


Dees your company have 
separate CEO and 
Chair positions? 


What is the 


percentage 
of women 
directors on 
your board? 


А. corporate social 
responsibility initiatives 
a part of the formal 
planning process of 
your company? 


What is the percentage of independent 
directors on your board? 





THE INNOVATION ENGINE: Ranbaxy, with CEO Brian Tempest (second from right) and Executive 
Director Malvinder Singh (fourth from right) at its helm, is an R&D driven pharmaceutical company that 
is addressing the challenge of linking its R&D efforts to business- and market-imperatives 


m Paternity leave as a concept is alien to India Inc. 
Only 16 per cent of the participant companies pro- 
vide any form of it 

m The concept of priority leave (birthdays of spouse/chil- 
dren considered as restricted holidays) is as familiar to 
them as the average Martian may be to most humans. 

This snapshot is based on a survey of India's top 50 
companies. These percentages can only go southwards 
if we extend it to the rest of corporate India. However, 
all is not lost. Some of India's best are looking at 
innovative ways to create organisational support. 
e-Serve has a body called e-Serve Women's Council that 
seeks to help professional women overcome work 
related challenges and address work-life issues. And 
Wipro is considering setting up BPO offices in smaller 
towns so that commuting time of its employees is 
shorter, thereby allowing for more family time. 

It is clear that the initial decades of the new mil- 
lennium will belong to India Inc. However, people will 
play a key role in the country's march to greatness. 
Companies need to empower people adequately to con- 
vert potential to reality; ICICI Bank, for instance, does. 
"Kamath believes in champions," says G. Raghuram, a 
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professor at the Indian Institute of Management, 
Ahmedabad and a judge for the final stage of the BT- 
A.T. Kearney study (see Our Panel on page 126), 
referring to ICICI Bank CEO K.V. Kamath's efforts to 
empower his people and set in place an effective suc- 
cession planning process (one sign of the fairness of 
both is the number of women in senior managerial 
positions at the bank; see Best Practice on page 88) 


The Big Idea Just Got Bigger 

Innovation is driving India Inc. faster forward. India Inc. 
has realized that cost arbitrage is not a sustainable 
model. As Nandan Nilekani, СЕО, Infosys Technologies, 
says: “Cost arbitrage will go away because intellectual 
capital of the world will become fungible and the 
rupee will become stronger”. 

Ranbaxy and Dr. Reddy’s are investing strategically 
in R&D; Eicher, in new product development; Gujarat 
Gas, in innovative alternative uses for gas; and Tata 
Power, in new avenues of delivery excellence. 

To make the innovation process effective, best- 
managed companies follow three principles 
Focus on Priorities: Innovation is most effective when 


















GREAVES ENGINES 


The heartbeat of Indian AGRO, 
TRANSPORT & POWER SECTORS 


Leaders in engines: 


* Wide range of diesel/ petrol engines and gensets - from 1 to 1000 HP 
* One ofthe largest single-cylinder engine manufacturers in the world 
* Conforms to latest quality and environmental standards 





GREAVES 
Greaves also manufactures and supplies world-class construction equipment SINCE 1859 
for concreting and road-making Greaves Cotton Limited 
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THE PERFECT PLANNER: infosys’ Head of Corporate Planning Sanjay Purohit is the champion 


of a strategic planning process that spans four levels and three time horizons 











it is a strategic priority. Leaders begin with an intimate 
understanding of what their brands communicate, 
what unarticulated needs they satisfy and what com- 
petitive niches they fulfil. Effective innovators 
investigate gaps in their portfolios and focus their 
efforts in plugging these holes. Leaders in product 
development have created formal processes for 
deciding which products should go to the market, 
what ideas should be developed and what areas are 
worthy of further exploration, They develop business 
cases to drive the innovation process. 

Begin Collaboration Early: Creativity knows no 
bounds. Good ideas can come from anyone— 
employees, customers or suppliers. The key lies in 
being able to harvest these ideas. Satyam Computer has 
a process called “Idea Junction” where employees 
can submit their ideas. Satyam measures the effec- 
tiveness of the entire programme; it publishes statistics 
on number of ideas received versus those under 
screening versus those awarded, Employees at Satyam 
know that their ideas count. 

Leading edge companies have used cross-func- 
tional teams to develop products for years. However, 
fewer companies have taken the next step in the 
process—involving external stakeholders, namely con- 
sumers and key suppliers. Companies that stretch 
defined boundaries are effective innovation-leaders. 
Goodlass Nerolac leverages the knowledge residing with 
its channel partners for product development and 
process improvement. It is the first company in the 
Indian paint industry to conduct a vendor conference 
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for knowledge sharing. Here, the company's top 25 ven- 
dors make presentations on the latest developments in 
their respective industries. The company leverages this 
information to refine its products and processes. 

There was a time when customer satisfaction 
was all that mattered. Now best in class companies 
think in terms of customer success. They identify 
unarticulated needs of their customers to ensure 
their success. Goodlass Nerolac's *value addition" 
folder provides a fitting example of how a com- 
pany strives to achieve customer success. The *value 
addition" folder maps value addition processes and 
success rates for key customers. The process enables 
the company to explore options aimed at effectively 
growing value for its customers. 

Support Enabling Processes: In large organisations, 
innovation is not an entrepreneurial activity. It is a 
process. And it requires enabling mechanisms like 
knowledge management to be effective. A significant 
proportion of companies in India (see Best Practices 
Scorecard on page 110) use knowledge management 
systems. But the effectiveness of these systems is in ques- 
tion. Many myths surround knowledge management 
m Capturing all the knowledge of the firm is great— 
"just in case" 

m By installing rr systems, we will capture and dis- 
seminate knowledge—“build it and they will come" 
m Knowledge management automatically leads to 
improved business performance 

m People like to share knowledge 

Knowledge management is much more than installing 
IT systems. It is a paradigm change. It requires changes 
not only in processes but also in culture. The first step to 
effect cultural change is to motivate employees to share 
knowledge. Globally, organisations use HR interven- 
tions like recognising contribution to knowledge creation 
as a performance appraisal parameter. 

The next step is to create a pull for the knowledge 
thus captured, to put quality checks on any document 
being submitted, to organise information in such a 
manner so that it can be easily retrieved. Lastly, the most 
difficult step is to use this knowledge for innovation! 

Infosys has near perfected the art of knowledge 
management. It believes that it is important to build a 
knowledge sharing culture within the organisation. 
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JEEVAN A good education is the finest inheritance you can leave your children. 
ANURAG LIC introduces JEEVAN ANURAG (Table No.168), a policy taken on your 
life that funds the most expensive years of your child's education. Whether or 
not you are there to see tomorrow. Someday your children will thank you. | 


This is how Jeevan Anurag works - Guaranteed periodic payments: 20% of the Basic Sum Assured is paid every year for the last 3 years 
of policy (planned to coincide with crucial years of student life). 40% of Basic Sum Assured is paid at maturity along with 
other bonuses, if any. In case the insured person doesn’t survive term: Sum Assured is paid immediately to family. The periodic 
payouts will also be made towards end of term. Eligibility conditions: Age of Life Assured: 20 to 60 years (age nearest birthday) 

Min. Sum Assured: Rs. 50,000/- Мах. Sum Assured: No limit Additional benefits: Term assurance rider Critical illness cover 


Life Jasurance Corporation of India 





Insurance is the subject matter of solicitation. For further details, contact your nearest LIC branch office, LIC agent or visit us at www licindia.com 





INDIA'S BEST 

MANAGED 

COMPANY 

Innovation is extremely difficult to manage- and merely 
innovation in itself is not enough. The challenge is to not 
just generate fresh ideas but to make them commercially 


successful. That’s the challenge facing pharma major 
Ranbaxy Laboratories (see Best Practice on page 104). 


Think Global, Act Global 

Globalisation is high on the agenda of India Inc. 
Its global aspirations can be seen from the fact that 
a large proportion of companies surveyed (see Best 
Practices Scorecard on page 110) have clearly defined 
globalisation targets and a well-documented strategy 
to achieve the same. 

Globalisation of systems and processes facilitates the 
management of global operations. To manage its 
global expansion, Ranbaxy is trying to build a “Human 
Bridge” across its operations in various countries. The 
objective is to ensure that its Indian workforce is 
tuned into global market needs. 

Best in class companies believe globalisation of 
resources is the true measure of globalisation. Global 
resources help harness diverse perspectives within an 
organisation. India’s top-tier IT companies are truly 
global entities. Companies like Wipro and Infosys 
have built a global workforce that has been successfully 
integrated into the respective companies’ culture and 
ethos. Forget companies in industries such as IT services 
and pharmaceuticals, even those in areas such as 
engineering and construction such as L&T (see Building 
LéT Brick By Brick on page 64) are going global. 
Today, the environment enables India Inc. to embrace, 





partake, contribute and benefit from the proverbial 
‘global village’. 


The Good Company 
In a world where brand value and reputation are 
increasingly seen as a company’s most valuable assets, 
Corporate Social Responsibility can build the loyalty 
and trust that ensure a bright sustainable future. Some 
of the other obvious benefits of Corporate Social 
Responsibility are good relations with the govern- 
ment and communities, and increased employee morale 
and pride. The true value of CSR initiatives can be 
derived only when there is a greater level of employee 
participation. To demonstrate management commitment 
towards social initiatives, the following can be done: 
m Treat CSR as a business process. India's best compa- 
nies have already started doing this 
m Encourage employee participation. Recognise 
employees for participating in CSR initiatives 
m Leverage skills residing within the organisation for 
social causes by looking seriously at the option of 
implementing ‘Organic csr’ wherever possible, that is 
initiatives related to your own area of business 

True enough, the Csr initiative of Wipro (see Best 
Practice on page 78), under the aegis of the Azim 
H. Premji Foundation is focussed on ensuring that "the 
education system in schools should foster creativity 
rather than role learning", a perfect match for a company 
that has made innovation one of its corporate themes. 


The Governance Imperative 

In the last couple of years, corporate India has witnessed 
action in the area of corporate governance. There 
has been a whole host of recommendations, reports and 
guidelines to strengthen corporate governance. Yet, as 
one CEO puts it, “We as.a society don't hesitate in 
negotiating with our values. There is no corporate 
governance in India" Another one says, “Filling forms 
is of limited help." 

In years to come companies will have no choice but 
to stringently follow corporate governance norms. 
As Azim Premji, CEO, Wipro puts it: “The stock mar- 
ket is dominated by large investors who are particular 
about corporate governance.” 

India Inc. should consider doing the following: 

m Improve board structure and composition—separate 





WHAT’S UNSEEN: Tata Power manages its operations efficiently through power distribution 


centres such as this one; what's not seen is the company's ability to negotiate the regulatory regime 
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THE GOOD COMPANY: Azim Premji is seeking to make the education system 


‘creative’ through a programme targeted at primary schools 








CEO and Chair positions. Improve gender diversity. 
п Establish a code of conduct for the board and moni- 
tor compliance 
m Closely monitor board performance—with reward 
mechanisms for good corporate governance practices 
at individual and team levels 
ш Increase number of well informed independent 
directors and promote independent audit committees 
m Establish a ‘training/development’ program for 
directors 
m Include a separate section on corporate governance 
in the annual report with a detailed compliance dis- 
closure 

Regardless of the state of corporate governance in 
India, we strongly believe that more than anything else, 
investor activism and the need for transparency will 
entice Indian companies to comply with good corpo- 
rate governance practices. 


Life In The Fast Lane 


Managing growth is a wide area that covers almost all 
functional aspects of an organisation. And strategic 
management and the management of regulatory issues 
are critical aspects of it. An organisation without 
well-defined strategic orientation is like a ship at sea 
without a rudder. A strategic plan enables the organi- 
sation to move towards the proverbial shore. 

The plan itself is an outcome of the strategic mana- 
gement processes. This includes the process of articu- 
lating strategy, defining required initiatives, allocating 
resources, determining targets and budgets, reviewing 
performance and finally taking corrective action. It is 
distinct from daily management processes. A good 
strategic planning process has four key components, 
plan, do, check and act. That sounds simple but the 
challenge is to apply these principles holistically. 
Infosys boasts a strategic planning process that spans 
three time horizons and four management levels (see 
Best Practice on page 60). 

To manage structural change in several sectors, 
the government is taking initiatives to refine the regu- 
latory framework. In such a scenario, India Inc. needs 
to adopt robust systems and processes to cope with the 
market and regulatory volatility. The regulatory frame- 
work in India is undergoing significant changes. 
Globally, best practice organisations follow four key 


principles to align themselves with the changing 
regulatory framework: 

ш They adopt a proactive regulatory strategy, that is 
they share their perspective with the regulators so as to 
create a better regulatory framework 

ш They walk together with other stakeholders. They 
represent the voice of their industry and not their 
own 

п They create a dedicated group to look after regula- 
tory issues 

Closer home Tata Power has a regulations team that 
helps the utility company find its way through the 
highly regulated and complex industry where even 
today everything from tariff norms to transmission 
priorities are a direct function of government diktat (see 
Best Practice on page 96). 

It is evident that some, or all of the factors enume- 
rated above have a role to play in the sustained financial 
success of India’s best-managed companies (they con- 
sistently outgrew their industry-peers both in terms of 
growth in revenues and market value, thereby becoming 
value building growers). Clearly, tangible results (growth, 
profit, market capitalisation etc.) can only be achieved 
when a 40-piece orchestra of intangible brilliance (cul- 
ture, employee skills and motivation etc.) regularly per- 
forms the most brilliant concertos to perfection. ЕЯ 

Kaustav Mukherjee is Principal, 

Anshuman Maheshwary is Associate, Mragank Jain and 
Bhavya Nand Kishore are Business Analysts, and 
Satyajit Lahiri is Marketing Manager, A.T. Kearney. 
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pp. REDDY'S LABoRATORIES/ The Freedom To Excel 


TS NUMBERS MAY HAVE TAKEN A BEATING, COURTESY TEMPORARY SETBACKS TO BOTH ITS GENE- 

rics and research plays, but that hasn't changed Dr Reddy's Laboratories desire 
to be a discovery-driven pharma major by 2010. Not surprisingly, then, the company 
believes in mistakes. “We give a lot of freedom (to the extent of tolerating mistakes 
and allowing people to learn from them) to our scientists and managers so that 
they can create an impact,” says G.V. Prasad, ceo and Executive Vice Chairman, 
Dr. Reddy's. By 2008-10, he reckons, the company will be able to launch several 
new products, currently in its research pipeline, in the international market. 
DR. REDDY'S WT WETPROFIT* CLOSING PRICE (RS) — S2-WEEKMIOH(RS) 52-WEEKLOW(RS) PEMULTIPLE MARKET CAP. 
LABORATORIES 82 5867 12235 1,080.00 65250 6505 5,527.35 


Closing price, PE multiple and Market Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 








Total Revenues, Net Profit and Market Cap in Rs crore 


E-SERVE INTERNATIONAL/ Citi- slicker 


1 T ISN'T MERELY ITS ASTOUNDING GROWTH RATE (A CAGR OF OVER 40 PER CENT OVER THE PAST 
six years) that sets apart India's oldest business process outsourcing (BPO) firm from 
its peers. It is the systems that e-Serve, which delisted from the bourses on 
December 14, 2004, has inherited from parent Citigroup (it services the parent's ope- 
rations in 36 countries) that do. These include best practices in operations, infrastr- 
ucture, technology and human capital. "We have time-tested models for transition 
management and performance metrics management and have consistently set global 
benchmarks in these areas," says Rahul Singh, Managing Director and cto, e-Serve. Rahul Singh/ MD & CEO 





e-SERVE TOTAL RI ROHT* CLOSING PRICE (RS) S2-WEEKIVGH S) S2-WEEKLOW(RS)  PEMULTIPLE MARKET CAP. 
INTERNATIONAL — 220] 0 970.90 557.10 25.19 1,189.53 


Total Revenues, Net Profit and Market Cap in Rs crore Closing price, PE multiple and Market Cap. as on Dec. 14, 2004 *For six months ended Sept. 30, 2004 


иснев worons; Aspiring For Overdrive 


T INDIAN AUTO MARKET IS BOOMING AND EICHER, A MINNOW WITH A 6 PER CENT 
share or the total commercial vehicles market, is growing faster still. "Our stra- 
tegy is simple," gushes a visibly pleased S. Sandilya, Group Chairman, Eicher. "Bring 
new products to increase the overall market and thereby grow faster than indus- 
try." In addition to several planned launches in the light commercial vehicles seg- 
ment, Eicher proposes to target the heavy vehicles segment as well. That should 
help, as should the fact that Eicher Motors is one of those companies that has con- 


S. Sandilya/ Chairman — Sistently grown profitably. 


EICHER ОТА. REVENUES - MET PROFITS CLOSING PRICE (RS) — 52-WEEK HIGH (RS) — S2-WEEKLOW(RS) PE MULTIPLE MARKET CAP. 
MOTORS | 4 — 362]. 321.6 372.00 181.00 15.77 903.50 


Total Revenues, Net Profit and Market Cap in Rs crore | Closing price, PE multiple and Market Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 
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Snapshots of the 13 companies that made it to the last stage of 
— the Business Today-A.T. Kearney Best Managed Company study. 


GOODLASS NEROLAC PANTS; Getting Soft 


OODLASS NEROLAC HAS ALWAYS BEEN A FORCE TO RECKON WITH IN THE 'HARD' INDUSTRIAL | 

paints segment (it boasts a 65 per cent share in the automotive market, for 
instance). Now, the company is getting aggressive in the decorative segment too, and 
H.M. Bharuka, the company’s Managing Director claims: “The new strategy of 
increasing share in this segment (from the existing 14 per cent) has already 
started yielding results.” The strong emphasis the company places on under- 
standing customer needs (of 180 technical people, 50 are on site, elaborates Bharuka) 
should help its cause, as should an ad-blitz featuring Amitabh Bachchan. 







H.M. Bharuka/ MD 


GOODLASS E(RS) S2-WEEKHIGH (RS) S2-WEEKLOW (Rs) PE MULTIPLE MARKET CAP 
NEROLAC PAINTS С 488.00 24570 1391 120192 


Total Revenues, Net Profit and Market Cap in Rs crore Closing price, PE multiple and Market Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 


GUJARAT GAS company/ Leveraging Service 


E .S. SHANTHARAJU, MANAGING DIRECTOR, GUJARAT GAS, BELIEVES HIS COMPANY IS NOT “A 
commodity supplier" but a "service provider". Not surprisingly, Gujarat Gas fo- 
cusses not on the price advantage of natural gas, but the convenience it offers, easy 
handling and storage, for instance, and guaranteed availability. "We have an array 
of options so that the customer can use what suits him," says Shantharaju, who is 
now seeking to concentrate more on the retail business (domestic usage, small 
industries, auto-cNG). Expectedly, Gujarat Gas sells 92 per cent of its output at mar- 
ket-determined prices and boasts profit margins around 30 per cent. B.S. Shantharaju/ MD 





GUJARAT GAS ICE (RS) 52-Wi | SZ-WEEK LOW (RS) PE MULTIPLE MARKET CAP. 
COMPANY % _ 38710 15.61 1,068.51 | 


Total Revenues, Net Profit and Market Сар in Rs crore Closing price, PE multiple and Market Cap. as on March 2, 2005 *For 12 months ended Dec 31, 2004 


wrc eane Balancing Growth And Risk | 
| 


H DFC BANK IS THE FINEST EXAMPLE OF WHAT A BEST-MANAGED BANK SHOULD ACHIEVE. HIGH 
growth in revenues, high profitability, and very good asset quality (it has 
been, for two years running, #1 in the Br-kPMG study of India's best banks). The com- 
pany has achieved this by concentrating on areas such as loan against shares and 
transactional banking. And to augment retail growth—the fastest growing segment— 
the bank is focussing on growing its reach. "We have been adding 100 branches for 
last two years and expect to do so for the next couple of years as well," says Aditya 
Aditya Puri/ MD Puri, Managing Director, HoFc Bank. 








PE MULTIPLE MARKET CAP. 
26.71 16,503.43 


*For nine months ended Dec 31, 2004 





Total Income, Net Profit and Market Cap in Rs crore Closing price, PE multiple and Market Cap. as 
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icici sank’ Professional To The Core 


NCE THERE WAS ICICI, A BETTER-RUN-THAN-MOST DEVELOPMENT FINANCIAL INSTITUTION. TODAY 
there is icici Bank, an aggressive universal bank. The transformation has 
been accompanied by growth, in retail, wholesale and transactional banking. So, 
how has this been possible? First, of course, it is the technological advantage that 
сс! Bank has gained over its rivals, both domestic and foreign banks. Second, 
it is this professionally-managed bank's ability to attract, motivate and retain talent. 
/ "It is the sheer depth of talent that is working in our favour," says Kalpana 
KV. Kamath/ CEO Morparia, Deputy ee Director, icici Bank. 











H(RS) 52-WEEKLOW(RS) PE MULTIPLE MARKET CAP. 
_ 218.00 15.53 28,672.02 


Ww Total Income, Net Profit and Market Cap in Rs crore Closing price, PE multiple om Maret Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 


inrosys tecunotocies/ Honesty For All 


| NLIKE OTHER SOFTWARE MAJORS, INFOSYS IS A WIDELY HELD COMPANY. FOR EXAMPLE, ITS PRO- 
А moters’ holding is just 21.85 per cent, and that is split among six people. The 
А stock market adores this company for a still better reason. “We respect Infosys’ mana- 
í gement for two important reasons: honesty in dealing with all stakeholders, share- 
f holders, employees, customers and government, and competence in running the busi- 
; ness,” says Rajeev Thakkar, Head of Research at Parag Parikh Financial Advisory 
|j, Services. With India's share of the global ir services pie still low (around 10 per cent), (ff 

F this efficient management is expected to maintain its high growth in the future as well. Nandan Nilekani/ CEO 





INFOSYS d . южшншнар 52-WEEKLOW(RS) — PEMULTIPLE MARKET CAP. 
TECHNOLOGIES Be _ 22MM 1,050.00 35.01 58,891.60 


Total Revenues, Net Profit and Market Cap in Rs crore *For nine months ended Dec 31, 2004 












Larsen & rousro/ Core Is All 


AVING SPUN OFF AND SOLD ITS CEMENT BUSINESS TO THE ADITYA BIRLA GROUP, L&T CAN NOW 

concentrate on what it does best, engineering and infrastructure development. 
And A.M. Naik, Chairman, L&r is aiming high. “Effective cost needs to come 
down—and not just in absolute terms; what we target is at least half a percentage point 
below than that of the competitors." That means L&r has to improve efficiency at every 
level, material costs, overheads, even labour costs. Then, it is also planning to exit from 
й ^ marginal businesses. “I can't reveal how many businesses will be sold or acquired,” 
AM. Naik/ Chairman says Naik. “You will see the result of our rationalisation at the end of five years.” 










LARSEN & рия RI 52-WEEKLOW(RS) PE MULTIPLE MARKET CAP. 
TOUBRO 1,113.60 — “128380 511.00 16.61 14,459.17 


Total Revenues, Net Profit and Market Cap in Rs crore Closing price, PE multiple ei Market Cap. as on March 2, 2005 *Non-consolidated figures for nine months ended Dec 31, 2004 
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RANBAXY Laboratories’ A True Multinational 


[к LARGEST PHARMACEUTICAL COMPANY IS ALREADY A GLOBAL COMPANY. OVERSEAS 
markets account for 78 per cent of its revenues; its products are sold in 100 coun- 
tries; it already ranks among the top 10 generics companies in the world; and it boasts 
manufacturing facilities in seven countries. Now, to become a “true global pharma 
company”, it is focussing on people. “We have to make sure that we have people, 
say, in the us (it contributes 40 per cent of our sales), who understand the Indian 
scenario and people in India who understands the us scenario,” says Brian 





Brian Tempest/CEO © Tempest, со, Ranbaxy. 





RANBAXY CLOSING PRICE (RS) ' 52-WEB e и (RS) ae MARKET CAP. 
LABORATORIES 100060 1300000 —/ 18,600.23 
Total Revenues, Net Profit and Market Cap in Rs crore Cae pice, PE miolo and Maret Cap. эзоп March 2 2005 —— M Dec 31, 2004 
savam computer’ # 1 Aspirations 


Mean COMPUTER MAY BE THE FOURTH LARGEST SOFTWARE COMPANY IN INDIA, BUT IT HAS 
not given up all hopes of being #1. Indeed, the company boasts a leadership 
position in some of the areas in which it operates, such as enterprise business solutions 
(it has over 3,000 business associates working on this business alone). With its cus- 
tomer-centric approach, reasons Chairman B. Ramalinga Raju, Satyam is well 
positioned to take advantage of the emerging market landscape. "A consistent track 
record of delivering sustained value to its customer base makes Satyam Computer 
the partner of choice for businesses the world over," says Raju. B. Ramalinga Raju/ CEO 







SATYAM COMPUTER PE MULTIPLE MARKET CAP. 
SERVICES 7.05 (39720 44200 2504 18.70 12,674.85 
Total Revenues, Net Profit and Market Cap in Rs crore Closing price, PE multiple and Market Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 


TATA POWER Efficiency Equals Power 


F PEOPLE OF SOUTH MUMBAI CONSIDER POWER FAILURE AS POSSIBLE HEADLINE NEWS, THE CREDIT 
should go to Tata Power, the best power company in India. And its high technology 
based “islanding system” protects its customers from normal national grid failures 
by separating its system well in advance if there is any power overdraw by other ser- 
vice providers. The company is trying to replicate its Mumbai success (in customer 
satisfaction levels) in Delhi too. “I am personally monitoring customer satisfaction 
WER levels here and | could spend a whole day just talking about the kind of work we are 

F. Vandrevala/ MD doing in New Delhi,” says Firdose Vandrevala, Managing Director, Tata Power. 





TATA a | ә e P EEKLOW(RS) PE MULTIPLE MARKET CAP. 
POWER c 25.00 2126) 18.08 7,862.48 


Total Revenues, Net Profit and Market Cap in Rs crore gov PE multiple and Market Cap. мониа? 2005 *For nine months ended Dec 31, 2004 


wipro/ Not A One-man Show 


Di" CONCERNS EXPRESSED IN SOME QUARTERS—THESE LARGELY RISE FROM THE FACT NE "ue 
that promoter Azim Premji holds 83.4 per cent—Wipro is not a one-man show. 

In fact, Wipro prides itself on its succession planning. At any point of time there are 
at least three candidates identified to fill a particular position not just at the senior = 
level but even the mid level. The board has a clearly laid down succession planning 
process even for Premji's own position. "We have very good people working for us, 
but nobody is irreplaceable," says Premji. "We have had cultural continuity and we 
are able to plan ahead for all eventualities.” m Azim Premji/ Chairman 









WIPRO [ n EK HIGH (RS) | Suv RS) PE MULTIPLE MARKET CAP. 
= mo 399.96 35.43 47,209.17 


Total Revenues, Net Profit and Market Cap in Rs crore Closing price, РЕ multiple ond oe Cap. as on March 2, 2005 *For nine months ended Dec 31, 2004 
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INDIA'S BEST 
MANAGED 
COMPANY 


HOW WE IDENTIFIED 
INDIAS BEST MANAGED COMPANY 


The methodology behind the Business Today-A.T. Kearney study. 


HE BEST MANAGED COMPANY STUDY WAS 

launched two years ago with a rather sim- 

ple objective. There were a number of 

surveys that Business Today (and some 

others) did on identifying the best com- 
panies in a variety of areas: Most valuable in terms of 
market capitalisation, best employers, biggest wealth 
creators, fastest growing companies, best mar- 
keters... While these surveys are important for the 
sharp focus they bring to one parameter, BT felt the 
need to launch a study that would assess a com- 
pany on its entirety. Ergo, the Best Managed 
Company Survey looks at financial performance as 
well as the qualitative, non-numerical facet of cor- 
porate dynamism: How does a company innovate, 
learn, create a culture of excellence, anticipate and 
deliver on stakeholder needs—all of which are critical 
to sustained value creation. 

BT's partner, global consulting firm A.T. Kearney, 
brings its globally tested and validated Value Building 
Growth Matrix to the study. The matrix maps mar- 
ket value growth adjusted for changes in equity 
against revenue growth (see Value Growth Matrix). 
Companies that lie on the top right of the matrix are 
the value builders—they manage the tricky balance 
between profit and growth. But as mentioned earlier, 
that's just one step in the four-step analysis the 
study adopts. Here's a detailed look at what the 
four-step process involves: 


The Four-step Process 

Financial performance is tangible, and one can 
accurately measure earnings, profits and growth in 
market value. However, assessing an organisation on 
qualitative dimensions is relatively more difficult. It 
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Value Growth Matrix 






Initial Selection Process 


Identification of initial Selection of companies 


set of companies based on VBG framework 





requires in-depth understanding of processes and prac- 
tices that drive value creation, and identifying diffe- 
rentiators across organisations, 

For added rigour, we adopted a four-step approach 
to identify India’s Best Managed Company. 


1. Financial Screening Stage 

The first step of the exercise was to shortlist, from the 
universe of listed companies, a sample. To make the cut, 
companies had to: have been publicly listed no later 
than 1996 (hence, no Maruti Udyog, no Bharti Tele- 
Ventures); have minimum revenues of Rs 100 crore; 
minimum market capitalisation of Rs 50 crore; and 
have declared profit in at least two out of the past four 
years. More than 500 companies across 12 indus- 
tries—agri/process, automotive, chemicals, energy and 
utilities, financial services, FMCG/retail, rr-telecom- 
entertainment, metals and minerals, pharmaceutical and 
healthcare, textiles and- apparel, other manufactur- 
ing, and other services made the grade. 

These companies were plotted on the Value 
Building Growth Matrix framework. A total of 49 
companies across the 12 industries from the value-buil- 
ding quadrant were selected. This was based on quan- 
titative criteria as well as qualitative ones (consistency 
of appearing in this quadrant over time; present size of 
operations; potential for future growth). 


2. Qualitative Assessment Stage 

In line with our approach of going beyond financial 
measurement, we looked at three perspectives, other 
than financial perspective described in the financial 
screening stage, which are important for long-term sus- 
tainability and continued value creation: 

(a) Internal Perspective: How does the company 


The A.T. Kearney team: 
(seated L-R) 


Kaustav Muk 


Vivek Gupta, MD 


lerjee, Principa 


tanding L-R) Satyajit Lahiri 


identify stakeholder needs and find ways to deliver/ 
exceed on them? 

(b) Learning and Growth Perspective: To achieve its 
vision, how does the company sustain the ability to 
change and improve? 

(c) Customer Social and Investor Perspective: To 
achieve its vision, how should the company manage cus- 
tomer, social and investor relationships? 

To assess these companies on the three perspectives, 
we disaggregated each perspective into measurable 
business parameters (see Oualitative Assessment). A 
detailed survey comprising over 150 questions was 
developed around these parameters by A.T. Kearney, 


Qualitative Assessment 


Customer Perspective 
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and administered to these companies by Synovate, a 
market research firm. А.Т. Kearney's global experience 
and assessment of best practices in technology and 
organisational transformation, process design and 
reengineering, human resource management, strategic 
and business planning, supply chain management, 
globalisation strategy, customer relationship manage- 
ment, and corporate governance, among others were 
leveraged to measure the level of evolution of these 
companies on various processes and practices. 

After analysing the responses of the survey, 13 
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companies were identified for the pre-final stage. 
Normalisation of ratings was done to address industry 
specific idiosyncrasies. The companies, alphabetically, 
were: Dr. Reddy's Labs, Eicher Motors, e-Serve 
International, Goodlass Nerolac, Gujarat Gas, HDFC 
Bank, ICICI Bank, Infosys, L&T, Ranbaxy, Satyam, Tata 
Power and Wipro. 


3. Pre-final Stage 
Based on the survey responses, hypotheses were de- 
veloped around strengths, weaknesses and strategy of 
individual companies. Subsequently, senior leadership 
of these companies were interviewed to develop a 
greater level of understanding and insight in these areas. 
Initial ratings were then fine-tuned based on inter- 
views with senior leadership, and six companies were 
short-listed for the final round. These were: ICICI Bank, 
Infosys, L&T, Ranbaxy, Tata Power and Wipro. 
Finally, the findings of the study were put to a panel 
of judges, comprising Kiran Karnik, President, Nasscom; 
Jairam Ramesh, Member of Rajya Sabha and Secretary, 
All India Congress Committee's Economic Affairs Dep- 
artment; G.N. Bajpai, former Chairman of the Securities 
and Exchange Board of India (SEB); and С. Raghuram, 
Professor, Indian Institute of Management, Ahmedabad. 
Based on the judges’ rankings, a final winner of the 
Best Managed Company award was selected. Bl 
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.. OUR PANEL 





HIS YEAR, WHEN BUSINESS TODAY AND A.T. KEARNEY SET OUT TO IDENTIFY PANELLISTS FOR THE BEST MANAGED 

company exercise, we decided to pick only people who were: a. eminent enough for lay readers to know, 
if only from the positions they hold; b. endowed with an in-depth knowledge of business even if they did not 
know specifics about the companies they were judging; and c. neutral (that is, they did not hold down any 
corporate posts). Since it would be difficult to get the few people who satisfied all criteria together in one 
place at one time, we decided to do this remotely. A detailed report, put together by A.T. Kearney, and con- 
taining information on the 13 companies as well as the six we thought they could rate, was sent to the pan- 
ellists. Then, their feedback on the process and on the candidates was sought. The individual choices of the 
judges (which will not be publicised) were used to arrive at India's Best Managed Company. The panellists: 


KIRAN KARNIK 

President/ Nasscom 

Personally, | am pleased to see the 
emphasis given to the social pers- 
pective and also to innovation. These 
are important dimensions that are 
sometimes ignored in assessments : 
that focus excessively on performance in the market 
place. The human capital aspect, in conjunction with 
innovation, also ensures a longer-term perspective of 
the company’s prospects. 


JAIRAM RAMESH 
Rajya Sabha MP and Secretary/ All India 
Congress Committee's Economic Affairs Cell 


One attribute of a well-managed 
company is that it should not evoke 
questions in the mind of the public. 
Each of the companies in this list 
have their pluses and minuses. 





THE SCORING 








G. RAGHURAM 

Professor/ IIM-A 

Tata Power and Lat have performed 
well in the core sector (not always 
easy), Ranbaxy has built an interna- 
tional pharma business against all 
odds, Wipro and Infosys have great 
internal processes, and icic/'s K.V. Kamath believes 
in champions (creating an empowered workforce). | 
would like to see next year's study factor in Corporate 
Social Responsibility and export performance. 





G.N. BAJPAI 

Former Chairman/ SEBI 

| particularly liked the stress on 
learning and growth. At any given 
point in time, a company may be 
doing well, but once it stops 
learning further from the environ- 
ment, it stagnates. Е 
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Yesterday’s Rajasthan 


The modern progressive Rajasthan 
awaits you. 


The truth is, Rajasthan has moved ahead with the times. Today, Rajasthan in many 
ways is leading the country in growth. It is one of the country's fastest growing 
markets for durables, automobiles, financial products, insurance policies and more 
And Dainik Bhaskar, the state's most widely read daily, caters to 70% of 'Any Hindi daily 
readers' in 10 major towns of Rajasthan. 


Welcome to the modern progressive Rajasthan. Welcome to Dainik Bhaskar's Rajastha: 
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ESSAY 


THE HEART OF THE PERPETUAL 
MOTION MACHINE 


Infosys has built an engine that can deliver everything from consulting 
to contact centre services, and in scale. Yet, its competitive advantage 
comes from an unlikely source: its soul. BY к. SUKUMAR 


WAS THERE WHEN THE MEDIA'S LOVE AFFAIR WITH 

Infosys Technologies began. It was April or May 

1995; I was six months into a job as staff reporter 

at India's youngest business newspaper and 

affectedly world-weary as only someone who has 
been to one of India's finest engi- 
neering colleges and chosen not to 
head for the us and to a half-way 
decent B-school and opted not to 
enter the corporate mainstream (no, I 
will not let my CGPA at either institute 
be printed) can be. I say this merely to 
set the context, an important task for 
any writer, not to indulge in I-isms of 
the kind editors usually fall prey to. So, 
there I was, in Bangalore, visiting to 
meet with a man called Hatim 
Tyabji—then СЕО of Verifone, since 
acquired by HP—when a colleague at 
the Bangalore office said she was 
going for a press-conference-and-cam- 
pus-visit to a company called Infosys, 
and would I like to go along? I went along. 

The media was yet to discover Infosys but the 
head of the advertising agency I had worked briefly for 
before deciding that ferrying layouts to a maker of mini- 
computers was not my idea of a living had made a small 
fortune from the 2,000 shares of the company he 
had bought when Infosys went public in 1993. The 
shares were trading at Rs 400 then and he would, 
every now and then, exhort me and other management 
trainees to invest in it. I do not know if the man still 
has the shares; if he does, his original investment of 
Rs 1,90,000 would now be worth Rs 28 crore. 
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Infosys' Murthy (left) and Nilekani: 
Building a good company 


The campus visit passed off well. We were shown 
the gymnasium, the canteen and the ramps in the 
building—now called Heritage Building; the Infosys 
campus has since grown and grown in a way that is best 
captured in the company's Experience Theatre, a 
room where buildings sprout almost 
magically on a scale model of the 
campus even as a multimedia pre- 
sentation on the company plays— 
to enable the physically challenged 
to negotiate levels. Then, Chairman 
N.R. Narayana Murthy delivered a 
speech promising to create 200 
millionaires by the turn of the cen- 
tury. Not too many people had 
heard of stock options then, but 
everyone got the picture. All around 
me, journalists who had been taught 
to believe that all business was bad 
and all businessmen crooks cheered 
and clapped. What kind of man, 
some wondered aloud, would be 
willing to share wealth and share it thus? And the 
legend of Infosys and Murthy was born. 


here are some stories, a few undoubtedly apoc- 
ryphal, that tell how the world came to realise the 
value of this paper money and others that narrate 
how it changed lives. My picks of both categories 
concern houses. Circa 2000, an assistant attached to the 
Chairman's Secretariat bought a house for around 
Rs 30 lakh and was still left with several hundred 
shares as a sort of a nest egg. And sometime in the mid- 
1990s, the son of one of Infosys' co-founders went 


shopping for a flat. The developer, certain that this 
young man in his early twenties could not be a serious 
buyer, all but ignored him; the said young man left the 
office the owner of a flat, having written out a cheque 
for the entire amount. That’s not 
the end of the story: the developer 
made a few enquiries about his custo- 
mer, realised that his source of wealth 
was Infosys stock and started aggres- 
sively focussing his marketing efforts 
on the company’s executives. That’s 
a trend that continues to this day. 

Other companies, in IT services 
itself, telecommunications, phar- 
maceuticals and biotechnology, 
even banking, followed Infosys’ 
example, creating a critical mass 
of the salaried rich. 

Salarymen, even salarymen- 
turned-entrepreneurs, share a unique 
relationship with wealth. Those born 
into wealth are comfortable with there being an ‘us’, 
and there being a ‘them’; they thrive in an oligarchic 
environment where some doors are open only to 
them, and shut to others. Traditionally, the nouveau 
riche have tried to break these doors down, burning 
considerable money and effort on making the transi- 
tion from them to us. The new rich, as opposed to 
those of the nouveau variety, do things differently: 
some of them do try the doors thing, but most, after 
a brief spell of profligacy (houses, cars, holidays, 
gadgets) realise that they have the money to go out and 
do something they have always wanted to. There’s the 
well-known story of Umesh Malhotra, a self-con- 
fessed under-achiever at пт Chennai who worked 
for Infosys till he struck it rich and then retired to 
found Hippocampus, a learning centre designed to 
encourage children to read. The man is still in his mid- 
thirties. I do not know of any of the new rich that have 
dropped out of the mainstream (after having cashed 
out, of course) to dabble in writing, pottery, painting, 
even teaching, but am convinced this is because I 
have not looked hard enough. The enlightened middle 
class worships Mammon but once he blesses them, they 
turn to other pursuits. 

Nowhere is this more evident than in the case of 
Nandan Nilekani, currently CEO, President and 
Managing Director of Infosys Technologies. Not too 
long ago, Nilekani, a graduate of the Indian Institute of 
Technology, Bombay was a code-jock who, largely 
because he had a mind for strategy, found himself 
heading Infosys. He had already started looking at 
how he could make a difference beyond building a 





Malhotra at Hippocampus: 
Leveraging money for a cause 


good company when he was asked to head a task force 
seeking to make Bangalore a better place to live and 
work. The Bangalore story—success, followed by the 
local government's poor performance in the subse- 
quent elections and the belief that a 
focus on urban-renewal was what 
caused this—is pretty well known, 
but what isn't is that Nilekani has 
now made the cause of urban 
reform his own and aggressively 
lobbied the government into creating 
the National Urban Renewal 
Mission. Nilekani may have always 
wanted to do something like this 
and have just arrived at the threshold 
of self-actualisation, or he may have 
been (and probably was, to some 
extent) influenced by Murthy's own 
we-must-do-something-for-society 
credo, but this writer would like to 
think that his story is a litmus of 
how the enlightened middle class reacts to wealth. 
And Infosys was the beginning of the phenomenon. 


do not see a halo hovering over the campus when 

I visit Infosys’ Bangalore HQ. I see a real com- 

pany, plagued by the foibles that affect most others. 

Murthy, one former employee insists, was a benign 
dictator obsessed with details (nothing wrong with 
that and this writer believes it is more than offset by the 
fact that the man almost pulled the plug on the com- 
pany's NASDAQ listing, merely because he thought fric- 
tion between stressed-and-rushing-to-meet-an-inter- 
nal-deadline-for-the-listing employees was not in 
keeping with Infosys' values). That four of the six 
co-founders still hold down executive positions (Nile- 
kani is CEO, Kris Gopalakrishnan, coo, S.D. Shibulal, 
Director and Head, Delivery, and K. Dinesh, Director 
and Head, E&R, 15, Quality and CDG) is a genuine cause 
for concern—many former and current employees 
have hinted at this and the competition holds this up as 
one big negative that prevents people from growing— 
although its effect has been discounted by rapid growth, 
in revenues as well as staff-strength. ICICI Bank is 
arguably a better place to work for women than 
Infosys, and tales of the Murthys' austerity sometimes 
grate. Then, you realise the difference the company 
has made to an entire generation—stock options are 
now an integral part of compensation packages across 
several sectors—and the magnitude of that difference, 
and everything more than evens out. That, not 
growth, not systems, not strategy, not the charisma of 
its Chairman, sets Infosys apart. Е 
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The Open 


Open offers can be a trifle tricky to handle. Your decision on selling or holding on to your shares 


OMETIMES, YOU DON'T HAVE A 
choice. When a company 


makes an open offer to acquire 
its own shares (or those of a sub- 
sidiary) from existing shareholders 
with the intention to delist from 
stock exchanges, the only thing that 
you can do is surrender your shares. 
That's because if you don't, then 
the shares you hold will become 
illiquid. Net effect: while you do 
continue to be a shareholder and re- 
ceive dividends, you don't have 
any leverage in terms of trading of 
the stock. In such offers, the at- 
traction is the price, which is gen- 
erally higher than the current stock 
price, and is often revised (upwards, 
mostly) too. The downside is that 
along with the shares, you also sur- 
render any gain that you could 
have got out of the company in 
the future if it did well and valua- 
tions improved. 
However, open offers are not 
made solely for the purpose of 
delisting. In general, such offers for 


4 
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shares of a company are generally 
made by acquirers (which could be 
the promoters of the company, in- 
vestors, parent company, etc.) in 
order to achieve a higher stake in it. 
For the prospective acquirers, the 
offer is a statement of the confi- 
dence they have in the future 
potential of the company and the 
value it is likely to bring to the 
table. And for the acquired com- 
pany, it could mean more focus 
from promoters as they consolidate 
their holding, access to better 
technology or better business op- 
portunities in terms of the acquirer's 
greater reach, and higher funding 
ability. An open offer could also 
signal a hostile takeover attempt 
from an industry rival looking to ex- 
pand its operations or market share. 
An example of a hostile bid is the 
recent move by Vijay Mallya of 
liquor major UB Group to acquire 
25 per cent of rival Shaw Wallace 
& Co. (SWC) by making an open 
offer at Rs 250 per share, an 8 per 


| 269,85 
li 1 








cent premium over SWC's stock 
price of Rs 231 on the day of the 
announcement. 


The Investor Dilemma 

Hostile bid or not, taking a decision 
on whether to surrender your shares 
in an open offer can put you in a 
spot. That's because if you give in 
your shares, on the one hand you 
earn a reasonable premium over 
the existing stock prices (which also 
tend to move up), but on the other 
hand, you also lose out on future 
earnings (unlike a.delisting where 
you don't have a choice) if the com- 
pany does well. And if you decide 
not to surrender your shares, the re- 
verse holds true. 

A part of your decision, there- 
fore, should be based on an assess- 
ment of the future prospects of the 
acquired entity. Says.M. Sundara- 
tajan, VP & Group Head (M&A and 
Advisory), 581 Capital Markets: 
“Assuming that the open offer is 
coming from a strong acquirer who 
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has solid plans for the company, 
investors could hold on. At most 
times, such acquirers add value to 
the company.” That is an opinion 
- seconded by Rakesh Jhunjhunwala, 
Partner, Rare Enter-prises, an active 
... equity investor, who feels that in- 

- vestors should look at open offers in 
the same way they would look at 


hold angle. “If an investor sees long- 

term potential in a company, then 

he should hold on, or else surren- 
der,” he says. 

While every open offer needs 

г to be considered on its own merit, it 

. makes sense to recognise that а 

strategic acquirer will pay a higher 

price than what stock markets under 

normal circumstances would pay. 

Therefore, once the offer ends, 

there is a possibility of the stock 

Jj price coming down in the long 

. term. Then, there's the question of 

(o. taxes. The capital market sops given 

‘to investors in Budget 2004 (and 

unchanged in Budget 2005) in the 


any other stock from the sell or 
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_ Should be based on a methodical assessment of the post-takeover scenario. By SHILPA NAYAK 


form of zero long-term and 10 per 
cent short-term capital gains tax 
doesn't apply to open offers and 
buybacks. So your strategy should 
be similar to a buyback (see The 
Buyback Option, BT, March 13, 
2005), where if the profit you earn 
(the difference between the price 
you bought your shares in and the 
price you get when you sell) is less 
than your tax outflow, you're better 
off holding on to your shares or 
selling them in the open market. 


Companies In Focus 


Among the open offers currently 
active is one made by international 
rating agency Standard & Poor's 
(S&P) to acquire 26 lakh shares of 
India's premier rating agency CRISIL. 
S&P's offer, at Rs 680 per share, has 
been made to increase its stake in 
CRISIL from 9.45 per cent to 51 per 
cent. If the offer is successful, S&P is 
expected to pump in Rs 240 crore 
into CRISIL, funded entirely through 
internal accruals. Institutional 
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shareholders such as ШС, ОС Bank, — 
UTI and SBI jointly hold 25.47 per 
cent of the company's equity, while 
Jhunjhunwala and his wife hold 
14.3 per cent. CRISIL's stock price 
shot up to a five-year high of 680 
after the open offer announcement, 
matching the offer price, but s&p 
has maintained that it would revise 
the open offer price and size up 
to April 11, 2005. This means that 
whether you sell or hold, you're 
likely to gain anyway. Says Rajeev 
Thakkar, Director and Senior ve 
(Research), Parag Parikh Financial 
Advisory Services: “It’s a win-win 
situation for investors. If the price 
goes down, you have sep buying 
out. If it goes up, investors gain.” 
Your move? Well, Jhunjhunwala, 
for now, is holding on: “I haven't 
yet taken a decision on whether | 
will give in to the open offer or 
not.” You could follow his example 
and hold on for the moment, or sell 
your shares to take advantage of 
the stock's current high price. 
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Then, there’s the attempt made by 
Swiss cement major Holcim, in strate- 
gic alliance with Gujarat Ambuja 
Cements, to acquire majority stake (to 
the tune of 50.01 per cent) in the sec- 
ond-largest cement manufacturer in 
India, АСС (Associated Cement 
Companies), through an open offer 
to its shareholders at Rs 370 per share. 
The acquisition is to be routed through 
ACIL (Ambuja Cement India Limited), 
which holds 13.8 per cent stake in 
ACC , and in which Holcim recently ac- 
quired a 40 per cent stake. With 
Holcim talking about making India its 
IT and R&D hub as well as a procure- 
ment hub, the future looks bright for 
the merged entity, and ACC's share- 
holders. The company's stock prices 
crossed the offer price after the an- 
nouncement (on account of specu- 
lation about a counter bid), but a 
revision of the open offer price is 
unlikely to happen here. So, what 
should you do? Says Sandeep Nanda, 
Head of Research, sski: “We are bull- 
ish on the cement sector and expect 
ACC to grow substantially. Our advice 
to investors is to hold on to the stock 
and ride the upside." 

Finally, we come back to where 
we started, the delisting option for 
companies. The SKF Group of Sweden, 
a leader in rolling bearings and seals, 
has made an open offer for shares of its 
subsidiary in India, skr India, where it 
already holds 53.58 per cent equity. In 
a notice to India's stock market regu- 
lator, SEBI (Securities and Exchange 
Board of India), the company com- 
mented that “obtaining full owner- 
ship of the company and integrating it 
into its global operations will provide 
it increased operational flexibility to 
support its business and meet the needs 
of its customer”, meaning that skr in- 
tended to delist skr India from the 
stock exchanges. Stock prices of skr 
India have zoomed up since the an- 
nouncement on speculation that there 
may be a counter bid, but sertled down 
after it didn’t materialise. And what 
should you do here? Well, sometimes 
you don’t have a choice. 
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HE STORM ISN'T HERE YET, BUT THE LULL SEEN IN 

January has certainly given way to reasonably 

strong winds. In February, diversified equity 
schemes on an average generated a healthy 9.8 per cent 
absolute return, with its fund managers outperforming 
the benchmark indices, Nifty and Sensex, which gave 
4.72 per cent and 4.59 per cent return respectively. Out 
of the 90 schemes considered in this category, 71 beat 
both the Sensex and the Nifty. Not every sector bene- 
fited, though. FMCG, the best performers in January 
riding on the appreciation in the FMCG index, went into 
negative territory this month. Balanced schemes on an 
average gave 4.64 per cent absolute return compared to 
negative 0.89 per cent return last month. A positive 


FUND PERFORMANCE 


Diversified Equity 
heme 





PINAKI PAUL 


Figures are for the month ending Feb. 28, 2005 
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Nvuva УГУМ 


After a dismal January, February saw mutual funds earning handsome returns 
once again. A BT-MUTUALFUNDSINDIA.COM REPORT. 


budget announced by the Finance Minister on the last 
day of the month did not just help the Sensex close at 
an (then) all time high of 6,713.86 points, but also 
brought smiles to the Indian mutual funds industry, 
since the budget opened the gates for the introduction 
of gold-linked exchange traded funds. Gold can now 
find its way in portfolios of small investors through the 
MF route. The introduction of Sec 88C also helps the MF 
industry as the investment limit of Rs 10,000 in Equity 
Linked Savings Schemes (ELss) has been removed, and 
investors can now invest up to Rs 1,00,000. Debt 
funds also recovered and generated higher returns 
this month. The average annualised returns from income 
schemes moved up from around 4 per cent to 7 per 








cent, while МІРЅ moved from a negative territory to give 
13 per cent simple annualised return, 


How They Performed 
Among diversified equity schemes, the low-profile spi 
Funds Management continued to do well, with three of 
its schemes figuring in the toppers, shi Magnum Sector 
Umbrella (Emerging Business) topped the list with 
13.36 per cent absolute return against a negative return 
last month. It had a high exposure in the electronics and 
textile sector. Tax saving schemes this month on an ave- 
rage gave 6 per cent absolute return in the ELss category, 
which was a good bit high compared to January. 581 
Magnum Tax Gain topped with 12.83 per cent return, 
even though it has a relatively small fund size. Havell's 
India finds the highest allocation in the scheme at 8.3 
per cent. Among sectoral funds, Reliance Diversified 
Power Fund was the runaway leader with 16.46 per 
cent return, way above its peers, none of whom could 
manage a double-digit return. The average return in this 
category was approximately 4.5 per cent. With a 
decent fund size, Reliance Diversified Power had the 
highest exposure in Siemens Ltd., while last month it 
was in Crompton Greaves. 

Then, in the balanced funds category, Escorts 


Balanced retained top billing in February, with 49 per 
cent exposure in the equity segment and highest expo- 
sure in ACC Ltd. Tata Balanced and HDFC Prudence tem- 
ained marginally behind. Balanced schemes gave 4,64 
per cent return on an average for the month. Compared 
to other categories, MiPs remained in favour since they 
generate higher returns with lesser risk. This time the 
topper was HDFC MIP LTP with 26.47 per cent simple 
annualised return. A sterling performance, given that the 
category average was almost half that at 13.55 per 
cent. HDFC MIP has 21 per cent exposure in equity 
and 65 per cent in debt. Finally, income funds gave 7 per 
cent annualised return on an average in February, but 
Grindlays DBF, with an average maturity of 201 days, 
managed to give double that at 14 per cent, which 
was a huge improvement from a low 3.15 per cent in 
January. Grindlays was followed by two utt schemes. 
The positives coming out of the month of February 
are expected to continue, if not improve further. With 
the budget giving the markets much cause to cheer, the 
outlook remains extremely positive. Mutual funds are 
able to continuously mobilise money in equity funds and 
have been net buyers. With new tailor-made products, 
such as derivative funds, coming up for investors, the 
good times are set to roll through the next month. 
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Lay investors, with small sums of money, can 
now take advantage of arbitrage opportunities 
through mutual funds. BY SHILPA NAYAK 


from one stock exchange and sell it in a different exchange or 

market (say, futures) where it is trading at a higher price, and you earn 
a profit. In practice, though, it's not so simple. Variations in stock 
prices in different exchanges or markets happen for very short periods 
of time (a couple of seconds), and for you to be able to spot it, and cash 
in on it, requires expertise, and sophisticated software. Then, the price 
difference is usually negligible, which means unless you are willing to put 
in huge sums of money, what you earn is not worth the effort, or the bro- 
ker commission. All this time, therefore, arbitrage opportunities were pro- 
vided by prominent brokers only to high net-worth clients. 

Now, with mutual funds (MFs) entering the fray, the picture could 
change. On December 18, 2004, Benchmark MF launched Benchmark 
Derivative Fund, the first-ever arbitrage (derivative) fund in India. Sanjiv 
Shah, Executive Director, Benchmark MF, explains: “The idea is to gene- 
rate market-neutral returns by exploiting the arbitrage opportunity in 
Indian capital markets." Globally, such funds are seen as an alternative 
to debt investments for investors who don't have the stomach to 
handle stock-market gyrations. According to Shah, investments for up 
to a year can mop up tidy returns. Investors appear to have taken up the 
cue, with Benchmark's fund having received Rs 51.79 crore of investor 
money as of January 31, 2005, and generated absolute returns of 
0.64 per cent, which translates into annualised returns of 7.68 per cent, 
higher than what debt instruments routinely return. 

Then, on February 4, 2005, Ju Mutual launched its version of a deri- 
vate fund called JM Equity and Derivative Fund. Tagged an “income- 
oriented interval scheme", the fund *would generate returns by capturing 
mis-pricing in the cash and the futures market”, according to its fund 
manager Biren Mehta. Since the fund would take advantage of price dif- 
ferences in two markets, JM expects to yield around 7 per cent returns. 

The only hitch with arbitrage could be that opportunities may 
dwindle in the event of a stock market crash. However, in such an even- 
tuality, these derivative funds would invest their corpuses in money mar- 
ket instruments (such as government securities or T-bills), just like a nor- 
mal liquid fund would, and generate 4-5 per cent returns, ensuring that 
you don't lose out totally. But given the current boom in the stock mar- 
kets in India, a bearish phase seems an unlikely scenario, despite the 
interim corrections. So, go ahead, do your arbitrage. m 


IE THEORY, ARBITRAGE SOUNDS SIMPLE. BUY STOCK OF A COMPANY 
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Assume you have Rs 15 lakh to 
invest. Here's how you gain if you go 
in for arbitrage as against a 
traditional bank fixed deposit (FD). 


Buy shares of a company, say, 
XYZ Ltd., for Rs 9 lakh 


Sell XYZ Ltd. futures for Rs 9.10 
lakh 


Use Rs 3 lakh for margin deposit 
(against the futures) 


invest the rest (Rs 3 lakh) in a 
bank FD for one month 


On XYZ Ltd. (arbitrage): 
Rs 10,000 

On bank FD (@5% annual 
interest): Rs 1,250 

Total earning: Rs 11,250 


Had you instead deposited the 
entire Rs 15 lakh in a bank FD for a 
month, you would have earned 

Rs 6,250 only. By leveraging the 
arbitrage opportunity, therefore, you 
earn Rs 5,000 extra. 


If the transactions were carried 

out through a broker, the income 
(Rs 11,250) would be added to 
your taxable income, but not if you 
went through an MF. Fixed deposit 
returns, of course, are taxable. 
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Jobs 1 oday 





FIRST JOBS 





Which Sector Shoul 


First time job seekers must figure out which sector to join. Here’s a 


Automobiles 


Indian markets reach critical mass, as demand swells. 
Industry growth rate 
(in 2003-04) 


New jobs this year 


Entry level 
MBA salary (p.a.) 


Increase in salary 








IT & ITES 


India's boom sector continues its global success. 
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ARES IN MARCH ARE NOT THOUGHT TO BE NUTS 
H for nothing. They have an awful lot of choice 

to ponder. So it is with rookie graduates on the 
lookout for that first job that gives them butterflies in 
the stomach just daydreaming about. Ah, nice feeling, 
isn’t it? The beginning of a career. The start of the 
future. The lift-off of an epochal voyage. 

Okay. Time to snap out if it. Reality has started inter- 
vening a lot earlier than it used to, and you should be 
glad for it. The reality here is that every job in every sec- 
tor is not the same path of limitless opportunity. Fresh 
entrants to the job market now have the advantage of 
enhanced information on business to help them pick the 
winning fields. The sectors, that is, which offer the best 
hope of a nicely inclined career path. Sure, you may 
switch career lanes midway, or even zigzag, but you’re 
likely to live a mono-sectoral existence for most of your 


life. As laughs G. Ramesh, Vice President (HR) at 
Hyundai, “the hop, skip and jump mentality is not 
good”. So which might the winning sectors be? 


Fast Moving Consumer Goods (FMCGs) 

For all the misgivings about anaemic growth, it is still 
an exciting field, showing signs of revival. Equity ana- 
lysts are bullish too. Expect key players such as 
Hindustan Lever (HLL) and Procter & Gamble (P&G) to 
get into high activity mode. The big attraction for 
MBAS is the intense meet-real-India training module, and 
the first-hand chance to have a go at engaging cus- 
tomers. “We have a very strong business leadership 
training programme," says Devrajan Harish, Vice 
President (HR), HLL. Market leader HLL alone will snap 
up some 30 B-school grads this year, each earning an 
annual Rs 7.5 lakh (up 6 per cent since last year). 


Fresh entrants to the job market can now tap_ a 
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Freshers Join? 


‘consideration set’ of six sectors. BY AMANPREET SINGH 


FMCG 
The comeback sector offers scope for exciting careers. 


Industry growth rate 
(in 2003-04) 
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New jobs his year 
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The biggest numbers recruited in this sector, though, 
may be for sales jobs, going by the findings of a recent 
Mercer Compensation Outlook Review. 


Automobiles 

The passenger car market is at the magic one-mil- 
lion-unit figure that is said to make viable the existence 
of several local manufacturers. India's two-wheeler 
industry is already among the world's most vibrant. 
Engineers would be needed in large numbers. Several 
companies have announced capacity expansions. “If 
you have the right aptitude then this is the place to be,” 
says G. Ramesh, HR Head at Hyundai, which plans a 
new plant that will create many new jobs. 


Telecom 
The telecom industry is growing amazingly fast. By one 





| Telecom 


| дө growth is spelling thousands of new jobs. 
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estimate, telecom has created a heart-stopping 3.6 
million direct and indirect jobs (the latter, mostly) 
already, and further investment could see many more. 
And that, despite the high levels of manpower efficiency 
claimed by leading players such as Bharti. The thumb 
rule: one extra employee for every 25,000 customers. 
Demand for new telecom services is such, that this ratio 
is enough for Bharti to generate 2,000 jobs every year, 
be it in the form of management trainees, sales agents 
or customer care agents. Says Anil Nayar, Corporate 
Director at Bharti, who oversees HR, of the sector: 
“It’s high growth and it is in the public eye.” 


Information Technology And Related Services 

The sector is absorbing youngsters in large numbers 
to sustain the growth that has come to characterise 
its fabled success story. Wipro, one of the largest 


_ information on business to pick the winning fields 
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Pharma 
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Banking & Finance 


Banks are penetrating markets, as bourses sizzle. 
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private sector employers, with 44,000 employees, 
expects there to be no let up in the pace of job gene- 
ration. “The kids today are smart, they know the hot 
sectors and join companies that provide high growth 
and assurance," says Pratik Kumar, Corporate Vice 
President (HR), Wipro. As many as half of all the people 
hired every year by Wipro are fresh first-time job 
seekers—be it in programming, analysis, design or 
quality. These are typically graduates of top engineering 
colleges. The money in these roles is not as high as in 
management jobs, but the industry average for begin- 
ners is in the annual Rs 1.8-2.2 lakh range. 


Banking And Finance 

Going by the Mercer report, sales and retail banking are 
the two areas that will witness the most recruitment this 
year. *As the retail side of banking sees itself moving to 
B and C category markets, the employment will 
increase," reveals K. Ramkumar, Senior General 
Manager (HR) at ICICI Bank. ICICI hires management 
trainees (Rs 6.5 lakh per annum) as well as plain gra- 
duates (for its back office, earning some Rs 1.2 lakh per 
annum). Housing finance is in boom too, with Housing 
Development Finance Corporation (HDFC) looking to 
take in around 30 meas. “We don't go to the IIMs, we 


Opting for an unconventional career can be very risky 
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need people who can interact with the domestic market 
and not work in some kind of void,” shrugs Manju 
Malkani, Head of HR at HDFC. The salaries: Rs 3-3.5 
lakh. Finance sector jobs, of course, are spread across 
investment services too, which is displaying buoyancy 
helped along by the secular bull market. 


Pharma 

This sector is witnessing a churn on account of the 
new adherence to global product patents. The big skill 
set in demand, predictably, is R&D expertise. Beyond 
that, the industry looks buoyant because of the gro- 
wing opportunity for contract research in India. 
“Entry-level opportunities have emerged in the areas 
of research, patents, regulatory and emerging markets, 
clinical research, global marketing, and business 
development,” says A.H. Khan, Head of HR at Sun 
Pharma. Entry-level salaries in the industry are about 
Rs 1.5-2 lakh for researchers. 

So those are the six job sectors that ought to top 
your consideration set. Of course, there are other 
sectors you might want to try. But opting for an 
unconventional career takes plenty of daring. It’s 
enormously risky. But not as risky as ignoring the 
*big picture' in making your decisions. 
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1 am a journalism school graduate working as a trainee at a 
travel and tourism publication. The field of work | am engaged 
in is interesting, but its reach is restricted. Kindly advise if 
sticking to my current job, which involves niche interest jour- 
nalism, will put limitations on my long-term career when it 
comes to mainstream media. | am worried that staying for a 
long time at this job might cut me off from where the action 
is. On the other hand, getting into a top-bracket newspaper 
or magazine is not easily done. What are my options? 

If you want to be in the travel area, you could enter 
the television and internet media. If you want to be in 
the mainstream, then you should change your job in 
the next year or two at the most. This would allow 
you the flexibility of changing without getting pegged 
to a special area. It also might be worthwhile looking 
at the features section in a mainstream publication. 
This way you could still touch on travel related top- 
ics once in a while and yet diversify. 


1 am a senior research associate with a clinical research 
organisation and although it is an emerging field, | need to 
move on to further my career since my company is small. 
Also, it's the marketing aspect that interests me, which is 
completely different from what | am doing now. How should 
| make this switch? How do | convince potential employers 
that my marketing skills are just what they need? 

It might be difficult for you to get into the market- 
ing/business field since your experience is mainly in 
research. However, you can do an MBA, which will give 
you the required educational qualification to enter 
the business arena. Alternately, try for a job in the 
product support/technical support area, as these will be 
relatively easier to get. Once you prove yourself, you 
could ask for a transfer to marketing. 


Гат a 24-year-old law graduate. | also possess an additional 
(graduate) degree in economics. For the last one year, | have 
been working as an intern with an advocate of the Delhi High 
Court and have acquired a reasonably good knowledge of the 
procedures and practices of a civil court. Now that my 
internship is almost over, please guide me on the course of 
action | should take to chalk out my career. Are there any 
unconventional fields where | can utilise my legal knowledge? 
What are the prospects in the corporate world? 

One option would be to join the corporate legal team 
of a company. It would surely enhance your prospects 
to have a cs (Company Secretary) qualification under 
your belt. Financial firms also have a need for spe- 
cialised legal personnel. Another good option is to join 
a law firm that has corporate clients. Mergers and 
acquisitions, taxes, labour laws, trademarks and 
patents, company laws, contracts, etcetera are some of 
the specialist areas that you could go for. 


1 am an engineering graduate working as a web developer 
with a software company. When | had entered the market, 
the IT sector was at its peak and | did not have much say 
in the choice of employer. Since my company is not too old, 
with a small team, it has very few good projects. Now that 
the industry has picked up, | am seeking better prospects. 
| want to become a management professional, but am not 
sure what to do. Please advise. 

Getting an MBA degree would greatly enhance your 
prospects. But that is not the only option, as many soft- 
ware management professionals have grown from the 
technical stream. You could try and get a job with a 
larger company where prospects of growth in project 
management are better. This is one way you could even- 
tually get into management. Œ 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi—1 10055. 
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Senior Management Jobs 


GM - MARKETING 

Zycus Infotech Pvt. Ltd. 

The candidate will be responsible for Marketing / Product 
Marketing, Marketing Communication and Inside Sales activities. 
He / She will lead a small team for Market Segmentation, Product 
Positioning. 

Experience: 10 - 12 years 

Job Code: 26295121 


CHIEF FINANCIAL OFFICER 
Proactive Corporate Services 

` Asa Chief Finance Officer, must be CA with Company secretary and 
have rich experience from a reputed industry Person should have 
knowledge of corporate taxes and indirect taxation,statutory 
accounting, audit, internal and tax audit. 
Experience: 10-15 years 
Job Code: 27579620 


SERVICE DELIVERY MANAGER 

Firste Technologies 

'The job role will be to manage the internal software, implementation 
and technical team. 

Experience: 7 - 15 years 


|. Job Code: 27617227 
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VP-BUSINESS DEVELOPMENT 

Zenith Software Limited 

Should have good exposure to International Market, look after 
business development activities in USA,Europe and AsiaPac. 
Need to be creative, dedicated and dynamic sales professional, 
haveclear vision of his future objectives. 


Experience: 10 - 20 years 

Job Code: 24666454 

HEAD HUMAN RESOURCES 
Merrin & Associates 


The candidate must have excellent interpersonal skills,extensive 
knowledge of HR practices,policies and procedures in the IT 
industry. Knowledge of the overseas market from a HR 
perspective would be preferred. 

Experience: 12 - 14 years 

Job Code: 27659929 


REGIONAL MANAGER - WEST 

GMM Pfaudler Ltd. 

Ideal person should be graduate in mechanical or chemical 
engineering with rich experience in sales and marketing of capital 
goods for the chemical and petrochemical markets. He will be 
responsible for the sales of all the company products in the 
Western Region and will be responsible for growth of the sales. 
Experience: 10 - 12 years 

Job Code: 22207065 


HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monsterindia.com 
2. Click on "Search Jobs" link 
3. Typethe job ID number in the "Keyword Search" field 


NATIONAL HEAD - CALL CENTRE 
OPERATIONS 
Techap India Pvt. Ltd. 


Minimum 8 - 10 years overall experience with atleast 2 ye: 
experience in international call centre as operations manager 
in a domestic call centre as Head of operatio: 
Experience: 8-10 years 

Job Code: 27263189 


HEAD OF TENDERING & ESTIMATION 
Essar Group 

Should be B.E/B.Tech/M.Tech-Mech/Civil from a repu 
institution.Must have prior relevant experience in any of 
following sectors-Industrial plants, Marine works, Cross-cour 
Pipelines (Civil & Mech). 

Experience: 15 - 20 years 

Job Code: 26012271 


PROJECT HEAD - TELECOM 

Syringa Communications 

Engineer from a reputed institution. Experienced in all areas 
software development in Telecom and Networking doma 
VOIP applications/Soft switches. 

Experience: 7 - 10 years 

Job Code: 27226301 


CHIEF TECHNOLOGY OFFICER - CTO 
Elixir Web Solutions 


The main responsibilities of this position would be proi 
estimation, project development, implementation and deliv 
& solution designing. 


Experience: 8 -15 years 
Job Code: 27004682 


GENERAL MANAGER - SALES & MARKETIN 
Saboo Sodium Chloro Ltd. 

Should have eer in FMCG market, capable 
appointment of distributors, C&F agents, lead a team of a: 
sales managers and sales representatives. 

Experience: 15 - 17 years 

Job Code : 27141487 


REGIONAL MANAGER -MOBILE -EAST 
Philips International B.V. 

'To handle the entire Eastern Region for Philips Mobile Phones, 
up distribution channel and develop key retailers in the regi 
Achieve Volume / Value target for the region. 

Experience: 5- 7 years 

Job Code : 27151705 
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ETWORK TESTING PROFESSIONAL ; 
ughes Software Systems | 


sting, GSM Network Testing, Automation sills 
perience: 2-6 years n 
b Code: $5402 


мов SSOCIATE, 
HNOLOGY - MODULE LEAD 





deal person would be responsible to manage and track glos 
engineers in their module, anticipate issues and risks at the 
аше level and escalate / mentor associates. 

perience: 4-8 years 

y Code: 22914627 


IENIOR/ PRINCIPAL CONSULTANTS 

afosys Technologies Limited 

anctional / Technical professional with at least two fall life cycles. - 
_opleSoft HR 8.x , Oracle 11i HRMS ot SAP "ккан 
xperience: 4 - 6 years 

b Code: 26930531 


















OFTWARE ENGINEER 

adence Design Systems 

esponsible for independent problem analysis, ойый design, 
sftware development & validation in ISV (Incisive Static 
erifier), He/she should have experience in;C (or С++) 


ogramming/ debugging in Unix/Linux environment. 
xperience: 4-6years 
rb Code: 26925661 


PPLICATION ENGINEER- DATACOM 

gilent Technologies 

trson should be strong in TCL, C, C++ etc. Wan Technol 
DLC,PPP Frame Relay, X.25 „Async bisync éte. Should ri ah 


chnical . exposure апа но aE techniques like 
OS, Traffic policing UNI Signaling. ter em 


xperience: 4-6 years 
b Code: 26167105 


ENIOR PROJECT MANAGER 
‘CL Technologies Limited 


Юша have hands on experience in technologies. - Microsoft 
C++ C++) and Unix {у Knowledge in semiconductor, 
MM practises & experience of handling multi projects a must. 
perience: 11-16 years 

b Code:27656171 


OW TO APPLY FOR THESE JOBS: __ 
Logon to www.monsterindia.com 

Click on "Search Jobs" link 

TypethejoblD number in the "Keyword Search" field 


s needed - C C++ and Shell scripting, Protocol& interface 
Should have debugging skills like CDMA’ Netwotk 








TEAM LEAD - NET PROFESSIONAL 
Satyam Computers Services Ltd 
Applicant should have at least 3 yrs of experience in dot n 
technologies like VB.NET,ASP.NET and CH NET. 
Experience: 3 - 7 years 

Job Code: 27323777 


















TEST LEAD 
Microsoft India 
Should be strong in automation for fane n 

' performance testing. Good exposure to 


tunner for automation with strong exposurein 
end testing. 


. Expetience:6- 8 years 
Job Code: 27531864 


SIEBEL PROFESSIONALS 
IBM India Ltd 

Experienced in Siebel Configuration Reports(Actua 
Scriptor- eScript, VBScript, SmartSctipt ete, 
Experience: 2 - 6. years 

Job Code: 25371404 




















PEOPLESOFT - EPM PROFESSIONALS 
Keane, Inc. 

Peoplesoft financial professionals having experie 
development/ implementation of projects using Peop | 
and People Code. Experience in ETL Tools like Informatica 
Cognos , EPM would be preferred. 
Experience: 3 - 5years 

Job Code: 27541625 


CONTACT CENTER ARCHITECT 
HSBC Software Development 

Will be responsible for design/architecture, coding and testing 
core Contact Center components. Will mentor developers team.) 
Experience: 4 - 10 years 
Job Code: 26837482 


SENIOR NETWORK SUPPORT CONSULTAN 
RM Education Solutions 
The ideal candidate should be a BE/B Tech with in di 
knowledge of Windows OS (2000, 2003, XP), Proxy serve: 
Windows Internals. 
Experience: 4 - 6 years 
Job Code: 27578058 
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Sales and Marketing Jobs | 


ZONALMANAGER-SALES & MARKETING 
Transasia Biomedicals Ltd. 

Will be responsible for meeting the Sales & Service objectives for 
the zone comprising Punjab, Haryana and Jammu & Kashmir 
tates. Will lead a team of RSM's, ASM's & Sales/Service 
ersonnel. 

xperience: 8-12 years 

ob Code: 27608500 


BUSINESS DEVELOPMENT EXECUTIVES 
 Nihilent Technologies 

Applicant should possess good interpersonal and communication 
_ skills , the ability to tackle challenging assignments. Should have а 
. combination of business and technical skills, in order to provide 
. maximum value to our clients. 

| Experience: 2- 6 years 
. Job Code: 27608045 


RELATIONSHIP MANAGER - RETAIL BANKING 
BI Bank Ltd. 

Responsibilities would be to achieve branch targets for deposit 

mobilization, customer acquisition and marketing, obtain referrals to 

source new business, act as branch expert on all products and 

ervices. 

Experience: 2 - 5 years 

ob Code: 27578580 










































SALES MANAGER 
Shreyas Technologies 
Sales Manager should carry experience in sales and brand 


management in the IT Hardware domain. Should carry good 
derstanding of the hardware market and offerings from various 


Experience: 4- 8years 
job Code: 27541509 


SALES OFFICER 
ВРВ India Gypsum Limited 

Ve ate looking for graduate professionals. Responsibilities would 
be handling sales & marketing for a wide region, channel sales 
nagement& dealer network. 


AREASALES MANAGER - DIRECT SELLING 
WorldSpace India Pvt. Ltd. 

Main responsibilities would be achieving Sales and Distribution 
&D) targets for the assigned territory for WorldSpace. Also 
esponsible to develop DSA network in the assigned territory, 
. help DSA's to hire sales manpower. 

Experience: 3- 7yeats 

_ Job Code: 27487045 


` HOW TO APPLY FOR THESE JOBS: 

|. |. Logon to www.monsterindia.com 

1 2. Click on "Search Jobs" link 

3. Typethejob ID number in the "Keyword Search" field 


BUSINESS DEVELOPMENT MANAGER 
H&S Media and SilverKey 

Selected person will be responsible to generate sales lead in lo 
as well as international market, Interacting and coordinating w 
potential and existing customers, promoting sales activit 
through emailers, coldcalling, follow-up sales activities. 
Expetience:4-9years | 
Job Code: 27477968 
MARKETING EXECUTIVE- APPLIANCES 
Crompton Greaves Limited 

Incumbent must be MBA in marketing or bachelor in engineer 
with exposure to market research and expanding market busine 
Responsible for network development, improving territory busin 
etc. | 

Experience: 5-10 years 

Job Code: 27454690 


BRANCH SALES MANAGER 

Waaree Instruments Limited 

The person will be the leader for a particular sales team. The rol 
to achieve the set targets for marketing, sales, and custor 
relationship team. Must possess leadership quality and hi 
people management skills. 

Experience: 5-12 years 

Job Code: 26768101 


SENIOR MANAGER SALES 

Shakunt Enterprises (P) Limited 

Person should be a Post Graduate in Marketing, with proven tr: 
record of а team leader, having considerable exposure to sett 
up all India Dealer Network with sound knowledge of OEM's. 
Experience: 7-10 years : 

Job Code: 26802194 








UNITMANAGER . . -. | 

ICICI Prudential Life Insurance Company 

You must be MBA from a reputed B School with experience 
channel sales. The job involve on hiring,train & lead the team 
advisors. Responsible for target achievement of the te: 
revenue generation through network building. 
Expetience:2-5yeats. 

Job Code: 27486626 - 


SOFTWARE SPECIALITY 

SALES MANAGER - WEBSPHERE 

Schindlers Incorporated 

Experience in SW Product Sales Java Application Serve 
Java Development, Java Integration Complex / Soluti 
sales background, Customer business knowledge. 
Experience: 4-6 years 005 : 
JobCode:26802493 . 
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lways there is one more great reason to register with Monster, | 
Visit today at http://www.monsterindia.com/cashfestival 





bt bookend 


Now try the Indians: Gettin 


f a mind to giddyuf 





Flipping Forth 


Gymnastics for the mind, derisking for the strategy and proposals for the US. 


UESS WHAT? I GOT THIS BOOK TO 
review. And then a frenetic call. The 
deadline that was four days away was 
crashed to the next morning. No scope for any 
extensions, Navroze, were the clear words. 
And what did the mind do? A double КӨ 
somersault, Like the book MindGym suggests. | 
Pump some iron. Tread the mill. And let your 
mind go on a wild, wacky journey that makes 
you do a few double takes along the way. 
Just to quote an example from the 
book: a van doing the rounds through a 


in the West, proclaims in bold letters: 
“Patel and Patel Plumbers. You’ve tried 
the Cowboys. Now try the Indians.” An 
idea that worked and made the phones ring. 

MindGym tries to take the reader through chap- 
ters that seem more like short stories, as each is one 
you can delve into, or just glance through with 
speed, not missing the connect in the next. The 
examples are close to home: ‘party planning’ or big 
decisions like ‘whether to marry or not’. Now, 
what are you? A spanner—or a planner? Sounds 
simplistic, but the chapter does bring to light home 
truths that many a times are forgotten. 

Besides helping the mind to bend it like 


PP: 309 
Price:L13 
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THE MINDGYM 
By Mindgym Team 


{ з Тіте Магпег 
typically sleepy little town somewhere out Books 


Beckham, there is good advice for parents 
too. Would you be one to ‘control’ or 
‘encourage’? Something corporate head 
honchos could very well do with. 

An interesting aspect that caught my 
mind was the ‘Kinds of Optimists’ topic. 
Something most of us tend to generalise or 
gloss over. Being a collective work rather 
than just an individual point of view, this 
book’s topics manage to cover a wide 
gamut of human relationships. Disappoint- 
ments. How to handle bad news. Focus 
versus fretting. And of course, my very 
own favourite: Procrastination. 

For marketers looking for new promo- 
tional ideas, ‘The not so free Gift’ could 
tickle the funny bone along with the grey cells. 
Examples on peer-pressure marketing and ‘silent allies’ 
make for interesting reading too. It doesn’t always 
help to sell ‘do as the Romans do’, as peers or silent 
allies can actually turn you to something far more 
exclusive (whether a pen or a cruise holiday). MindGym 
and its worksheets could sometimes be a bit tedious, but 
once you get into the groove, you would like to scrib- 
ble in your scores or answers, so keep a pencil handy. 

Whether we need to establish ‘presence’ at a 
meeting or handle ‘pressure’ from the world at large, 





some simple examples—such as the Agency pitch in 
Madrid—make for a thump on the side of the head 
(oops, that’s another book on creative thinking). 
Dale Carnegie would be happy to see some of his 
beliefs so succinctly put across, as has MindGym. 
Take the book’s recommended techniques: ‘I spy’ 
(observation), ‘I try’ (experimenting with some 
concepts learnt) and ‘detox’ (being the antidote). 

Whether to ‘ask’ or ‘pass’?, ‘ignore’ or give your 
‘honest opinion’ (which you didn’t mean to say but said 
anyway)? These make one realise that the simplest 
stuff for you can be tough management for the other. 

Sprinkled with Aesop’s Fables and Yul Bryner from 
the Magnificent Seven, the examples that MindGym 
takes are quite relatable. Understandable. | 

But ‘stress’ can’t be left out, can it, from any such 
book? So stress busters are a great self-playing game that 
the back end of the book throws up. Creativity for the 
logical, and creativity for the free thinkers. It’s a dou- 
ble-whammy either way, allowing you to slot yourself 
and think your dreams through. | 

Page seven proclaims loud and clear: “Don’t read 
this book." I agree. Don't. 

Just enjoy it. Dip in and out when you need to. By 
the time I finished the review and met the deadline, was 
І stressed? And what stress buster did I use? Questions 
this book might not have answers to. 

But yes, with every copy comes a password that 
takes you to themindgym.com, where you can keep 
practising your somersaults over and over again! 


NAVROZE D. DHONDY 
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Talking Real India 


‘India Tomorrow: Perception Versus Reality’ was the Conclave’s theme. The winner? 


KALYAN CHAKRAVORTY 


PHOTOGRAPHS BY VIVAN MEHRA, SHOME BASU, 





TODAY 
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-- INDIA TOMORROW 


AS AN ATTENDEE OF 
the fourth India 
Today Conclave, 
held at Delhi’s Taj 
Palace Hotel on 
February 25 and 26, 
you could have lis- 
tened to the voices, 
watched the show, 
or even paused to 
ponder the bamboo 
shoots to be spotted all over the 
place. If there was a mistaken ele- 
phant in the hall, so was there an 
invisible panda. The Conclave’s 
theme: ‘India Tomorrow: Percep- 
tion versus Reality’. And thus began 
the “playhouse of ideas”, in the 
words of Aroon Purie, Editor- 
in-Chief of India Today, to redeem 
an India trapped between perception 
and reality. “For reality,” as he ela- 
borated, “is more comprehensible 
and manageable.” 
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Key notes: (L-R) PM Manmohan Singh addresses the conclave as India Today's Aroon Purie and Prabhu Chawla look on 


The inaugural keynote address, 
delivered by Hamid Karzai, 
President of Afghanistan, sought 
to clear the perceptual haze sur- 
rounding his country as a haven for 
extremists. “The people of 
Afghanistan have always consulted 
each other,” he said, referring to 
the country’s ‘loya jirgas’ in affir- 
mation of democracy. He spoke 
of female empowerment, quoted 
Robert Frost’s “miles to go” poem 
in Nehruvian empathy, and asked 
for cooperation from all of South 
Asia for a “future full of promise 
and opportunity”. 

Writer V.S. Naipaul, next up, 
spoke on identity and ideals, calling 
in particular for the need to live 
with the idea of imperfections, “one 
type replacing the other”. 

If the economic potential in 
peace needed articulation, Shaukat 
Aziz, Prime Minister of Pakistan, 





4 





did just that. Live via satellite, he 
urged intellectuals to *act as a van- 
guard of change by resisting the 
urge to see the future through the 
prism of the past" on matters South 
Asian. The man credited with 
having averted the perils of a lag- 
gard Pakistani economy went on to 
spell out his Indo-Pak peace for- 
mula: mutual linkages to lead the 
way to an assured South Asian cen- 
tury... provided, and there was no 
escape from this reference, the issue 
of Kashmir were to be resolved 
mutually. It could be done, he 
added, if both sides could over- 
come their “conditioned reflexes”. 

But was India really a part of 
the Asian emergence story? Oh yes, 
affirmed Pascal Lamy, President, 
Association Notre Europe and 
Associate Professor, Institut d’ 
Etudes Politiques, Paris, highlight- 
ing India’s advantages. “India could 





“The world wants 
India to do well. Our 
real challenges are 

at home” 


MANMOHAN SINGH 
PRIME MINISTER OF INDIA 


bring to the world democracy, social 
inclusion and sustainable social deve- 
lopment.” Rahul Bajaj, Chairman 
and Managing Director, Bajaj Auto, 
urged the audience to be positive 
but realistic about India’s prospects. 
“It is in the Us interest to keep Asia 
divided,” he said, “as it was in the us 
interest to see a united Europe.” 
According to Yashwant Sinha, a 
former Union Minister of India, 
the country’s image had changed, 
but still needed political and 
administrative reforms. Jagdish 
Bhagwati, Professor, Columbia 
University, spoke of the Indian 
diaspora: “The perception of out 
migration of our skilled citizens has 
changed from concern to celebra- 
tion, from trauma to triumphal- 
ism.” The world’s richest Indian 
L.N. Mittal, advised the audience 
“to focus not on the loss of dias- 
pora, but on how this Brain Drain 
can be turned into a Net Gain.” 
Writer William Dalrymple 
almost echoed that view, talking of 
the influence of overseas writers of 
Indian descent (and others of 





“We must seize the 
opportunity of the ‘global 
village’, by creating our 

own ‘regional village’” 


HAMID KARZAI 
PRESIDENT OF AFGHANISTAN 








“Americans understand 
that an economically 
vibrant, democratic India 
is good for the US” 


HILLARY RODHAM CLINTON 
US SENATOR & FORMER FIRST LADY 





“Pakistan and India are capable of leading South Asia 
to new horizons of economic development” 
SHAUKAT AZIZ, PRIME MINISTER OF PAKISTAN 


hyphenated identity) on literature. 
Actor Amitabh Bachchan was dra- 
matic. In his inimitable manner of 
voice, he announced himself there 
“neither to praise nor bury cinema”. 
But proceeded, nonetheless, to make 
an endearing case for the relevance 
of Hindi cinema, in all its musical 


uniqueness, to the very real cause of 
India’s well-being. 

The voice heard next had its 
peak moments of keynote empha- 
sis too, with “rule of law” notching 
up a repeat mention. It was the 
dinner address of Manmohan 
Singh, Prime Minister of India, 
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“Itis in the US 


“India is larger than “The present “Already the fourth "India's pre- 

the sum total of the can only be economy in the interest to keep eminence in the 
perceptions about studied by world, in terms of Asia divided as it — world today is based 
India. India is more someone without purchasing power, was in the US on solid foundations 
that what you see, politics or India is bound to be interest to see a both economic 
what you perceive" prejudice" a leading player" united Europe" and strategic" 

AROON PURIE V, S. NAIPAUL PASCAL LAMY RAHUL BAJAJ YASHWANT SINHA 
EDITOR-IN-CHIEF, INDIA TODAY NOBEL LAUREATE, AUTHOR TRADE SPECIALIST CHAIRMAN & MD, BAJAJ AUTO FORMER UNION MINISTER 








who commended India Today 
for providing a platform for 
dialogue as a crucial part of 
democracy, before articulating 
his reading of Elections 2004: 
a vote to recommit India to 
the principles of its Constitu- 
tion. And thus, a mandate to 
work under the reality of “an 


readership and education, and 
said that this time round, India 
actually needed to turn into a 
world manufacturer. The pres- 
sure was such. “In a globalised 
world,” he added, “Indian 
manufacturing needs to be 
driven by development of 
strong companies.” 


s goal has be A d inclusive and open society, a Nothing so far could've 
0 maximise the committed to multi-cultural, multi-ethnic, prepared the audience for the 
value of the outputs progress must multi-lingual society". An open debate that was to follow. The 
and minimise the strive to promote economy, too. “An economy topic: "Spirituality: Halo or 
cost of the inputs, to good economics ся guarantees the еп нее асан дрн Sri Sri 
" =... ОЁ enterprise, respects indivi- Ravi Shankar made an impas- 

be that global hub and good politics dual creativity, and at the same sioned plea to have people con- 
TTA e time mobilises public invest- nect with their spiritual selves, 








ment for social infrastructure 
and the development of 
human capabilities." 

The business session had 
Kumar Mangalam Birla, 
Chairman, Aditya Birla Group, 
speaking of the imperative of 
turning India into a global 
manufacturing hub. The good 
news: the reality-perception 
gap overseas is narrowing 


enchanting the audience with 
talk of needs beyond the imme- 
diate. Lyricist Javed Akhtar was 
unimpressed. He used argu- 
ments of incisive rationality to 
pop the halo of spirituality and 
its claim to holiness. “It is not 
enough to just teach the rich 
how to breathe,” he scoffed, 
after a rousing espousal of jus- 
tice as the truly striven-for 


“When traditional “Anything that (going by the Google searches cause of all those held aloft 
religion looks down- — uplift's one’s spirit, for India in relation to ‘China’ ages after their lifetimes. Ravi 
market, people hide uplifts enthusiasm, beating those in relation to Shankar, to his credit, didn't let 

behind this smoke and uplifts joy, is Maharaja ), and global factors his blissful visage drop. 

: гонару are converging to propel L.K. Advani, India’s for- 
screen of cosmic spirituality India’s success. Tom Stewart, mer Deputy Prime Minister, 
consciousness” SRI SRI RAVI SHANKAR Editor, Harvard Business addressed the Conclave on 
JAVED AKHTAR SPIRITUAL GURU, Review, mentioned India's whether good economics spelt 

FILM LYRICIST FOUNDER, ART OF LIVING importance in terms of business bad politics. He laid the blame 
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“We are the next 
Jews in America, 
because America is 
ready to be taken by 
any community 
which has merit” 


JAGDISH BHAGWATI 
PROF., COLUMBIA UNIVERSITY 








“India, in many “There has been an 


ways, is still held ageless debate on 
back by the Indian cinema, and 
fear of the unknown anything that 
and interia to engenders debate 
change” must be significant” 
L.N. MITTAL AMITABH BACHCHAN 
CHAIRMAN, MITTAL STEEL ACTOR 





for his party’s lost election on 
a campaign based on “a purely 
positive plank”. Also, as he ref- 
lected, “Just because our per- 
formance in the economic field 
did not yield a renewed elec- 
toral mandate, it is not right to 
conclude that reform-oriented 
economics is bad politics.” 
Whether India's rr & rres 
sector was a ‘Brain Power- 
house’ or a ‘Back Office 
Plodder’ was the topic under 
discussion next. Joseph 
Sigelman, Co-cEo, OfficeTiger, 
spoke of how sophisticated the 
work was that was now get- 
ting outsourced to India. Why, 
he asked, club call services with 
industrial design? Kiran Karnik, 
President, NASSCOM, rephrased 
the topic as “Brain Bank or 
Cyber Coolie”, and termed all 
these mere caricatures of a 
rather more complex reality. 
That done, he held aloft the 
potential for innovation in a 
country of such diversity. 
Diversity talk stayed in the 
air, as a discussion on the ‘Real 
Indian’ got underway. Mani 
Shankar Aiyar, Minister, 
Petroleum & Natural Gas, was 
quite clear that a real Indian is 
that person who believes every- 
one else who's Indian to be 
equally Indian, and celebrates 


pluralism thus. Arun Shourie, 
former Disinvestment Minister, 
chose not to confront Aiyar's 
thesis directly on the issue of 
identity, but drew attention to 
some Indian experiences that 
were not quite in harmony 
with Aiyar's. 

Thus did the fourth India 
Today Conclave come to its 
grand gala dinner finale: the 
keynote address by Hillary 
Clinton, Member of the us 
Senate. Described as a ‘Presi- 
dent-in-waiting', Senator 
Clinton opted to play realis- 
tic rather than optimistic about 
her shot at the Oval Office. 
Speaking on ‘India’s Role in 
the New Global Order', and 
dressed in turquoise blue, she 
cited a report by the United 
States National Intelligence 
Council illustrating how "India 
could emerge as the world's 
fastest growing economy as we 
head towards 2020." She also 
adopted some plainspeak on 
her position on such American 
nationalist issues as outsourcing 
and security, striking a hard 
sense of realism again. If irony 
had to appear, it did—in the 
form of a Mark Twain quote 
on India's maternal greatness. It 
appealed vividly to her, she 
said, as a mother herself. BJ 











"As far as writing in "The impact of 

English is policy makers is 
concerned, the linked with how fast 

Indian diaspora tail policies can be 

is wagging the adopted in sync 
Indian dog" with ground reality" 

WILLIAM DALRYMPLE K.M. BIRLA 

AUTHOR CHAIRMAN, ADITYA BIRLA GROUP 








"India is very 


“If you look around 
much at the the neighbourhood, 
epicentre of the way you will 
the world is understand how 
changing its important hope is 
business format" for this country" 
JOSEPH SIGELMAN KIRAN KARNIK 


CO-CEO, OFFICETIGER 


PRESIDENT, NASSCOM 





"Get down to work, 
accomplish, succeed, 
technical sense to be and then everybody in 


"There are those who 
might cease in the 


the citizens of India India would be proud 


but still remain Indian" of being Indian" 
MANI SHANKAR AIYAR ARUN SHOURIE 
MINISTER FOR PETROLEUM FORMER 
AND NATURAL GAS UNION MINISTER 
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A million visions. 
A million choices. 


But only a few set the standard for others to live up to. 
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KEITH REINHARD/ CHAIRMAN/ DDB WORLDWIDE 





“Americans 
Dont 
Listen 
Very Well 





RUST KEITH REINHARD, 
the soft-spoken 68- 


year-old Chairman of 


one of the advertising 

world’s most creative 

agencies, DDB World- 

wide, to come out 
with, well, bis very-own perspec- 
tive on everything from outsourcing 
and consolidation to improve 
America’s poor image abroad. For, in 
between writing jingles, like arguably 
the most memorable jingle of all 
time (McDonald’s “You deserve a 
break today” way back in the 
1970s) and leading an advertising 
powerhouse with 206 offices in 96 
countries, Reinhard finds time and 


154 BUSINESS TODAY MARCH 27 2005 





effort to burn on ‘Business for Diplo- 
matic Action’, a 9/11-inspired, year- 
old group aimed at improving 
America's image using a business-ori- 
ented approach. On a personal boli- 
day in India, Reinhard spoke to B's 
Shailesh Dobhal ол a host of is- 
sues, from DDB's plans for India to 
how American businesses can help 
America fight Bin Laden. Excerpts: 


What are the big trends you see in the 
advertising business? 

The big trend globally would be 
the trend towards consolidation. 


But there is an opinion that consolidation 
is almost over with very few things left to 





be consolidated... 

I would disagree with that. Because 
as advertising agencies become more 
and more the custodians of brands, 
we will have to have more servi- 
ces, different kinds of specialists 
and different disciplines. And that in 
itself opens up a whole new set of 
consolidation possibilities. And who 
knows where consolidation could 
eventually go. I mean, you look back 
and say, could a magazine like Time 
ever consolidate with online (me- 
dia), when we didn’t even know 
such a thing existed! Or with Warner 
Brothers, a motion picture studio? 
Who says Omnicom can’t be one 
day in the entertainment business? 


Is the thought already there? 

No. I am just saying (in future), 
who knows! There is a trend, not 
yet universal, in compensation for 
results. Procter & Gamble (P&G), 
for example, not a client of ours, is 
now paying all of their agencies in 
the us strictly on how much (of the 
products) is sold, as opposed to 
how much media is bought. That's 
a good trend, because when we get 
paid—and almost all DDB contracts 
now have performance- or results- 
based clauses (right now maybe it’s 
a bonus added, maybe it’s not the 
whole thing like P&G, but this will 
happen)—for how good we are, 
then the level of excellence will 


rise, we will embrace all the disci- 
plines—direct marketing, promo- 
tions, online—equally. 


What about consumers increasingly 
rejecting traditional sales messages? 

I think that’s wonderful. The more 
consumer choice there is, the better 
we have to be. We are also seeing in 
terms of Tivo and other digital 
recording devices, people copying, 
recording our ads, sharing it with 
their friends. But the only ones that 
they will copy and share are those 
that are very entertaining or very 
informative. In a survey last year 
of Tivo users in the us, what do 
you think was the least omitted or 








zapped category? It was beer! WI 
Because it's very entertaining, WI 
was the second least (z ppi 

was pharmaceuticals because it was 
very informatiy SO we have 

as entertaining or as infor 

that people choose to w tch 


What's your view on branded content? 


It’s like any (other) trend. Everybox 
wants to jump on the bandwag 
Few people understand it anc 


right, and a lot don’t 

Outside DDB, who is getting it right? 
Well, I think there are | 

people getting it right too (laugh 
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60 minutes 


example in the Us was the BMW film 
series. I think we will see this more 
and more in the motion picture 
industry. 1, Robot used Audi. Audi 
made a very specific car just for that 
movie. You know, when I began in 
the (advertising) business we were 
doing this (branded content). We 
were doing it in radio; that’s how 
soap operas began. We were doing 
it in television—where the first com- 
mercials I wrote were not film com- 
mercials, but the script for the 
comedian to work into the whole 
show! It was all integrated. And 
now we're getting back to it again. 


So why did the industry stop doing it? 
Because of the media explosion. It 
was no longer efficient to sponsor 
just one programme, specially when 
cable came to the Us market. It (the 
ad) had to be at every place. And if 
the ad had to be everywhere, it had 
to be a self-contained commercial. 


DDB Worldwide is among one of the 
largest ad agencies in the world and 
acknowledged as the industry's most 
creative network. But in India, you are 
neither the biggest nor perceived to be 
creatively hot. And you have only a 
minority 10 per cent stake in Mudra. 
What are your plans to give DDB its 
rightful place under the Indian ad sun? 
Not creatively hot at the moment, 
but we're making progress. It’s true 
that we do not have a DDB brand 
presence in India. Our approach is 
to start to introduce the DDB name 
in a franchised way with Mudra, 
starting with Tribal DDB, which is 
our interactive brand. Tribal DDB 
India will be a sort of DDB flag here. 
Working with Mudra, pps will be 
doing other activities, not always 
branded DDB, but using internally 
DDB concepts, strategic processes 
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and bringing DDB people more and 
more to (this) market. 


Are you launching DDB's second agency 
(after Mudra) in India? 

There is a possibility that some day 
we might. But there are no current 
plans. 


India, in terms of the advertising busi- 
ness, is largely a WPP country; it con- 
trols almost half of the market. IPG is 
number two, with Omnicom and 
Publicis as poor numbers three and 
four. Do you see your group, Omnicom, 
getting more aggressive on India? 
Sure, recently John Wren (Omni- 
com's Chairman) has appointed an 
executive, Michael Birkin, as Chief 
Executive of Omnicom Asia-Pacific. 
And obviously India is an important 
reason for that (appointment). It's a 
country of great promise to all of us. 
Omnicom has been behind, and we 
look for acceleration now with 
Michael in the seat. 


Will it be inorganic or organic? 
Well, you have to speak to Michael 





(for that). 


What about DDB? Will you be look- 
ing at inorganic acceleration in India? 
We would be looking for strategic 
growth with Mudra and also 
opportunities for working with 
Mudra. Always with Mudra, for 
any strategic opportunities that 
might arise or present itself. 


Is the global advertising business, and 
DDB in particular, looking at outsourc- 
ing to India? 

Not seriously. I think, you know, 
people say why not? But it hasn't 
caught on. For example, take the 
area of television animatics. | can get 
them done in Brazil, or some other 
countries for one-third of what it 
costs in the Us. 


But you can get it at one-fourth (of 
what it costs in the US) in India... 

But none of the creative directors (in 
the Us) really want to take the time 
to go through this. It is not a big 
trend, Am I against it philosophi- 
cally? No. In the overall scheme of 
things, outsourcing is not a big 
enough issue at this point of time for 
creative advertising agencies to be 
thinking about. 


Do you see agencies re-inventing them- 
selves to what you refer to as ‘agency of 
the future'—nimble, both small and 
big, local and global, bundled and un- 
bundled, forming and re-forming? 

I believe that ррВ has made great 
progress against those standards. A 
typical DDB agency will have 50 per 
cent of its revenue from internatio- 
nal business and 50 per cent local. 
So that’s big and small, both at the 
same time. Bundled and unbun- 
dled... This is what's wrong, in my 
opinion, in saying: *Oh, Mr. Client 


Outsourcing is not a big enough issue for creative 
advertising agencies to be thinking about 
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My big idea now is to see if we can get American 
firms to join hands to out-recruit Bin Laden 


you need 360-degree marketing, or 
you need the whole egg!” Not every 
client needs it. What I am saying is, 
bundle and unbundle as need be. 
Mudra, for instance, is assembling 
best-in-class services in all these dis- 
ciplines. But it will customise what 
the client needs. Are we there yet? 
No, we will never be, because we are 
always forming and re-forming. 


What have you achieved in one year of 
‘Business for Diplomatic Action’? 

First of all, we have been very suc- 
cessful in raising the issue and get- 
ting media attention (laughs). We 
have brought the issue to the sur- 
face. The second thing we have ac- 
complished is, because of the media 
attention, we were invited to testify 
to the (Us) Congressional sub-com- 
mittee in August (2004). And that in 
turn got some action going, working 
with some of the staff people in 
Congress (on) some of the propos- 
als we made in that testimony. The 
biggest proposal we made was that 
they (Us government) should con- 
solidate the communication and 
public diplomacy programme under 
one cabinet post. And what came 
out in the question and answer at 
(our) testimony is that the US gov- 
ernment is not a credible messenger. 


Is (US) business a credible messenger? 
More credible than the us govern- 
ment. For example, take the news- 
paper published by the State 
Department for young people in 
the Middle East, called Hi. The 
young people in the Middle East, 
and we talked to them, said they 
were not going to read it because 
they know it comes from the (us) 
government; that it’s propaganda. 
Plus they said the content was not 
good. Now let’s say, and purely 


hypothetically, that Nike, and all 
these kids are wearing Nike, decides 
to put out a magazine that listens 
carefully to the kids in the Middle 
East and says this is what they want 
to hear, and designs the content for 
that. It will have more credibility. 


Isn't there a danger of business being 
seen as an arm of the government? 

Well, yes, there is a risk. The main 
point is that the Federal government 
would be well advised to help private 
actors run some of these prog- 
rammes, because they have more 
credibility than the government. 
That was one recommendation. 
Another thing we pointed out in 
the testimony was that you have to 
have objectives, and measure against 
these objectives, and you have to be 
accountable. We told them that 
McDonald's and Coke both spend 
$1.2 billion (Rs 5,280 crore) in win- 
ning friends for their brands, and I 
mentioned that we can't send armies 
to force people to use the brand. 
But the Us government spends half- 
a-billion and it is divided into so 
many people you can't even count. 





And nobody is accountable. Now, 
you can bet that at Coke and McDo- 
nald's, somebody is on the hook 
for spending that billion-and-two! 


Who funds 'Business for Diplomatic 
Action'? 

At the moment it is privately funded 
by its members. Pepsi (PepsiCo) 
gave us quarter-of-a-million dol- 
lars, to publish ‘Little World 
Citizen's Guide’ for (American) kids 
who study abroad, for (helping) 
them to behave a little more sensi- 
bly, be more curious about other 
cultures, and learning and listen- 
ing to others. Americans don't listen 
very well. We want to have a 27- 
country listening programme, ‘Day 
America Listens’, soon. 

My big idea now is to see if we 
can get American companies to join 
hands to out-recruit Bin Laden. 
Neither of our presidential candida- 
tes talked about recruitment. Both 
promised to find terrorists and shoot 
them. But neither talked about the 
pool of recruits that is being turned 
out by the madarsas, so more terro- 
rists are being produced than we 
can possibly kill. And us business 
understands talent, and how to rec- 
ruit. Can you imagine if we found 
some of these recruiting pools in 
Western Europe, even Indonesia, 
and American businesses go in and 
give free English language training 
to these young unemployed peo- 
ple, because right now they're not 
sure what their options are. Maybe 
they haven't bought the mullah’s 
brand, but they don't have access to 
Western brands. One barrier is lang- 
uage, so give them intensive English 
language training. Then bring them 
in large numbers to work as interns 
inside American companies, the 
Fulbright of internships. tf 
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Blame It On Bangalore 


Brand Bangalore (read: IT & ITES) is bearing the brunt of all ills that plague infrastructure. 


BOARDRO! 


. BR 


FA 


joadblocks for the IT and ITES industries in India 


(From left to right) 


ANGALORE HAS COME A LONG WAY Priya Srinivasan 
B being called the city of early ASST. EDITOR, BUSINESS TODAY 
sleepers and late risers. Why, it has B. Ashok 
even managed to turn itself into a verb COUNTRY MANAGER (ITS), CISCO 

(‘Bangalored’ is associated with anything to Ravi Ramu 
do with outsourcing among vast tracts of CFO, MPHASIS 
the global English-speaking populace), Tamal Dasgupta 
but curiously enough, Brand Bangalore = CORPORATE vp & CIO, WIPRO 
is also being blamed for much of the ills Naresh Рома 
that plague the city today. CEO, INDECOMM een 
And responsible for all this has been ; 
one sector, well now two—the IT (infor- S. Sadagopan 
> TUR eS FOUNDER, IIIT-BANGALORE 
mation technology) and ITES (rr-enabled 
services) industries. Representing these Raj Kondur 


FOUNDER & CEO, NIRVANA 


is terrible; no other way to describe it... to 
put it not so politely, it sucks. I am asto- 
nished by how much we tolerate in terms 
of non-delivery by the government. I grew 
up in Bangalore just behind this hotel. 
Has Bangalore changed in the slightest 
way to support all the growth that hap- 
pened? The answer is no. Physical infra- 
structure will bring this whole story to a 
grinding halt if we don’t do something.” 

If physical infrastructure was a huge 
concern for Kondur, Prof. S. Sadagopan, 
Founder Director of the Indian Institute of 
Information Technology, Bangalore— 


industries was an interesting mix of six 
panellists at the fifth Business Today 
Boardroom Breakfast in the erstwhile gar- 
den city on the morning of February 24. 

The topic—Roadblocks for the Indian rr and ITES 
Industries—elicited sharp responses from the panellists, 
who live the nightmare of decrepit physical infra- 
structure, colossal attrition rates and regulatory road- 
blocks on tech infrastructure on a daily basis. 

Each panellist began by outlining very briefly the 
issues he faced on a daily basis, beginning with Raj 
Kondur, Founder and CEO, Nirvana, a BPO company in 
the financial services and airlines space. “Thankfully, tele- 
com has largely gotten solved, but physical infrastructure 
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which turns out 150 graduates in various 
IT disciplines every year—was more con- 
cerned about manpower. *We may have a 
total of 300,000 undergrads, but less than 3,000 are 
from premier institutes, and for the rest, quality is a big 
question mark. As for hard infrastructure, we need to 
gather up and have courage to tell the country the truth. 
The broadband thing is a big joke. What we have today 
is not broadband. Why don't we just officially call it 
narrowband and be happy? Why fool ourselves?" 
For Naresh Ponnapa, CEO, Indecomm Global 
Services, a BPO company, a comparison with China 
and what it has achieved in manufacturing was 
inevitable. *In my previous job at Unilever, we set up 





“Most IT service 
providers log in to a 
customer’s system, so 
virus protection and 
security is important” 


B. ASHOK 
COUNTRY MANAGER (TS), CISCO 


“The differentiator in 

the next five-25 years 
will be the cost factor 
and the availability of 
quality people” 


RAV! RAMU 
CFO, MPHASIS 


“We all say we need 
to go to tier ЇЇ cities, 
but if we go there we 
don't find simple 
things like GPRS" 


TAMAL DASGUPTA 
CORPORATE VP & CIO, WIPRO 


"|n my earlier job at 
Unilever we entered 
China and the ease of 
doing business was 
phenomenal" 


NARESH PONNAPA 
CEO, INDECOMM GLOBAL SERVICES 


"The broadband thing 
is a big joke. What we 
have today can be 
officially called 
narrowband" 


S. SADAGOPAN ў 
FOUNDER DIRECTOR, lIIT-BANGALORE 


"Physical infrastruc- 
ture is terrible; no 
other way to describe 
it...to put it not so 
politely, it sucks" 


RAJ KONDUR 
FOUNDER & CEO, NIRVANA 


operations in China in 1994-95, and the ease of 
doing business was phenomenal. Tell me, have you 
heard about attrition rates being an issue in China? 
Look at attrition here; in call centres it's 100 per 
cent a year. So what is India's image in the eyes of 
large customers? They are petrified." 

Yes, but not hearing of attrition in China is not 
saying much; we didn't even get to hear of SARS till it 
was a full blown epidemic... 

“Тат not here to say China is the best, I am saying 
let's make India better," retorts Ponnapa. 

For Tamal Dasgupta, Corporate vp and CIO of 
Wipro, technology infrastructure issues occupy more 
mindspace and understandably so; he oversees Wipro's 
tech requirements across 10 countries. 

“I have four practical issues that I face on a daily 
basis; there is no interconnection allowed between 
VoIP (voice over internet protocol) and PSTN (public 
switched telephone network) infrastructure. Second, if 
we have a group company within Wipro and want to 
interconnect (communications infrastructure), the rules 
say no. We all say we need to go to second tier cities, 
but if we go there we don't find simple things like GPRS 
(general packet radio service) cover, no MPLS (multi- 
protocol label switching), just one landing station on the 
east coast. All this kills the game right at the start." 

For B. Ashok, Country Manager (115), Cisco, it is again 
technology infrastructure that proves to be a hitch. “We 
need stronger regulations in information security. Most 
of the rr service providers log in to a customer's system, 
so virus protection and security are very important.” 

As a finance professional what is Mphasis CFO Ravi 
Ramu's take on how big a hold technology bottle- 
necks burn in the pockets of rr companies today? 

^I am going to disappoint you all and say no. 
Technology for us has been such a pleasant surprise. We 
are getting more bandwidth, moving next month to 
Mangalore purely as a call centre and tests are sur- 
prisingly good. The differentiator in the next five-25 
years will be the cost factor and availability of quality 
people, and that to me is the biggest issue." 

Clearly, the panel was divided on whether it was 
‘hard’ or ‘soft’ infrastructure that could prove to be the 
bigger bottleneck and a small rating exercise helped 
establish exactly which was the biggest concern. 

On a scale of one to 10, Ramu tipped the scale with 
a decisive 12 in terms of the kind of issues manpower 
cause, the others rated manpower hitches on 9 or 10. 

On physical infrastructure, three panellists 
attributed a 10 to this subset while the other three 
ranged between 7.5-10. 

The takeaway: manpower and physical infrastruc- 
ture vie for attention as they spiral into twin points of 
alarm for India’s showcase sector. El 
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BACK OF THE BOOK 


IN-CLAY-DIBLES 


The advertising world has thrown up a new superstar, Chintamani. 


174 





Priyanka Sangani goes to meet him, and ће man behind him. 


Famous House of Animation's Suresh: Getting the message across to the audience, the Claymation way 


HANCES ARE THAT YOU HAVE 
heard of the man. Chinta- 
mani, ad-film model and 
brand ambassador for ICICI 
Prudential Life Insurance. 
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But, unlike your average model he 
doesn’t throw any tantrums or 
storm out of the set. He is a model 
of professionalism. 

Or maybe that is because 


Chintamani is made out of clay and 
is just seven inches tall. 

Welcome to the world of clay 
animation, which (not very cre- 
atively) is called Claymation. 


THE IN-CLAY-DIBLES HEALTH 





Chintamani might be the latest star, 
but he shares his living quarters at 
Famous House of Animation at 
Famous Studios in Mumbai with 
his friends who have featured in 
adverts for Amaron Batteries and 
Brooke Bond Taaza and in vignettes 
for MTV and Channel V. 

But the real surprise is when 
you meet the creator of these char- 
acters. Instead of seeing some young 
hotshot, you are confronted by a 
pleasant, 31-year-old bearded man. 
E. Suresh, Creative Director, 
Famous House of Animation, is as 
unlikely a character as you would 
expect to be the creator of these 
little clay figurines. 

Now for a short history lesson 
before we return to this clay tale. 

The art of Claymation has been 
around for almost a century, from 
the very beginnings of motion pic- 
tures. However, it did not come 
into worldwide prominence until 
a BBC children's series, Wallace and 
Gromit—about the adventures of a 
cheese-eating scatterbrained inven- 
tor and his sidekick, a talking dog— 
started to win several Oscar awards. 

Claymation had been rescued 
from the fringes of the animation 
world. With computer graphics 
playing a part in almost every major 
movie, the ‘brick and mortar’ feel of 
Claymation won it a large fan base. 
So much so, that it persuaded 
Hollywood to make a full-length 
feature, Chicken Run. Today, several 
popular children’s programmes are 
made using this technique, Bob the 
Builder and Pingu to name just two. 

However, it was only six years 
ago that Claymation landed in India, 
so the work done here, despite win- 
ning plaudits for its quality, has 
some way to go before it can catch 
up. The new Hutch ту ad featuring 
a Claymation family was made in 
New York, for example. “Right 


now we are looking 
at popularising this 
art form, and gradu- 
ally one is seeing 
more of it. It will 
take some time 
before the quality of 
the work can be 
compared to what is 
being done in- 
ternationally," 
says Suresh. 

But while 
Claymation 
stars may not 
throw апу 
tantrums, they 
lend themselves 
to rather slow 
work, as every 
single frame has 
to be individually 
shot. And biology 
teaches us that the 
human eye can 
resolve 24 frames a second. 
This means that a simple 30- 
second advert requires over 
720 individual shots. Little 
wonder then that it took over 
five weeks to shoot the first 
Amaron commercial. 

And the low-cost factor isn't 
really the reason why many new 
Claymation adverts have been made 
lately. While Claymation can be a lot 
less expensive than carting cast and 
crew over to exotic locations, Ogilvy 
& Mather Executive Chairman 
Piyush Pandey busts the myth that it 
is cheap, saying that the costs 
depend on the scale of production. 
"The final choice of using animation 
or not depends on whether it goes 
with the script." That said, it is 
believed that the current ICICI 
Prudential advert on TV cost as little 
as seven lakh rupees to make. 

The other problem that anima- 
tion often faces is that it gets 
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categorised as childish. 
Ironically, all the prod- 
ucts that have used 
Claymation advertising 
have been targeted at 
adults, because Suresh 
feels that using anima- 
tion is an easier way 
of getting the mes- 
sage across to the 
audience. 

“Since Chinta- 
mani was animated, 
we could take liber- 
ties and exaggerate 
situations to get 
away with it. You 
can’t possibly use 
an iron to get rid 

of the wrinkles when you 
are using a live model,” 
explains Suresh, who tends 
to create an advert by first 
looking at it as a problem. 
“We look at find- 
ing a solution, and 
the basic idea is to 
break through the 
clutter and get 
through to the 
audience.” 

Sujit Ganguli, 
Head of Marketing, ICICI Prudential 
Life Insurance, unsurprisingly shares 
that opinion. “When the product 
you are offering isn’t very different 
from the others in the given segment, 
you have to be able to cut through 
the clutter and make sure your mes- 
sage gets across to the people.” 

So, will India see its own desi 
version of the Chicken Run? 
Unlikely, in the short term, but 
with more Claymation adverts on 
the way, the day a full-length movie 
or a serial is made with clay actors 
is not too far away. Till then, the 
fans of Claymation will have to 
make do with the antics of 
Chintamani and his mates. 
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The lost romance: From the grapes (left) to the maturing of wine (far right), winemaking is no longer an ancient process 


NCIENT LEGEND HAS IT THAT LORD RAM ALONG 

with his wife and brother spent a considerable 

part of his exile near Nashik. A few millennia 
later, the town still attracts thousands of pilgrims 
every year, but this correspondent was sent out on 
another sort of pilgrimage to the town. 

True, it may not be Bordeaux or southern 
California, but the erstwhile Godavari flood- 
plain outside the town has become India's answer 
to Napa Valley. The ostensible purpose of the 
visit to the Sula Vineyard—to reveal the secrets 
behind the bottle. 

The sad thing is that winemaking, the way 
they show it on Discovery and NatGeo, has 
almost died out. There is no large wooden 
tub where buxom beauties crush grapes 
underfoot. Nope, other than the occasional 
photo shoot involving nubile item girls, the 
wooden tub has itself been replaced by a 
nameless (or was it) unromantic three-and- 
a-half-ton heavy press. *Given the volumes 
of grapes we have to process, it would take 
forever if we did it manually," laughs Ajoy 
Shaw, Winemaker at the Sula Vineyard. 

Oh, well. Maybe the catacombs where 
the bottles are left to mature might throw 
up some nasty surprises. Nope, nothing 
here as well. In fact, instead of seeing 


What's in the bottle? Sula's red 
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cobweb-lined walls with flickering candles, hun- 
dreds of bottles were placed in racks in a room lit 
by a tube light, no less. 

The romance had seemingly evaporated under 
the onslaught of machines, a la Matrix. But the bar 
with its breathtaking vista of the vineyards and the 
river beyond came around. Actually, give the 
guys a break, winemaking in India is still in its 
infancy; the first vineyards only came about 
towards the latter half of the last decade. Maybe 
by the time the grandchildren come along, things 
might look more ‘ancient’. 

And then again, Nashik is a mere 200 km 
from the heart of Mumbai, a whole lot closer 
than travelling to the classic vineyards of 
southern Europe. And if you are thinking 
of an offbeat weekend excursion from the 
hustle and bustle of a megapolis, the wine 
experience might be just the thing to get 
your spirits up. If not, you can always get 
your spirits up at the bar. 

Cheers! 

(Sula Vineyards, Samant Soma Wines Ltd., 
35, Govardhan, Off Gangapur-Savargoan 
Road, Nashik 422222; Tel: 0253-2231663; 
www.sulawines.com; approximately five 
hours drive from Mumbai; bar open from 
10 a.m.-6 p.m.; best time of the year to 
visit: January-March) 

PRIYANKA SANGANI 


TREADMILL 
STOP WHINING, START WORKING OUT 


OU'RE 35 (PLUS OR MINUS A COUPLE). YOU'RE SUCCESSFUL AS HELL. 

Y You made VP in record time and as you cruise into your corner office 

every day, you can feel scores of pairs of jealous eyes burn holes in 

the back of your bespoke suit. That feels good. You're on top of the world 

and you have only one person to thank for that: yourself. But when 

you strip down to your briefs and get on that weighing scale, what do you 
see? And your waistline? How cheerful does that make you feel? 

Hundreds of executives on the fast track find it easy to sacrifice fitness 
on their way to success at work. When your work schedule is crammed, 
workouts can often take a backseat. It's the easiest excuse in the world: “Pm 
so busy; I can't find time to work out." But then, if you're smart you would 
have realised early on that fitness is as important to career progression as 
anything else. 

In any case, the lack of access to gyms or long working hours shouldn't 
be a deterrent to exercising, at least not if you accord the same priority to 
workouts as you do to that review meeting at 9 a.m. 

The bottom line: you can exercise without going to a gym or having 
access to expensive equipment or weights. Here's a routine that you 
could follow anywhere—in your office, in a hotel room or at home. 
Use your bodyweight. 
For instance, do push- 
ups with your feet up 
on the seat of a chair 
(see illustration). Do 
20-25 repetitions of 
two sets. Then with- 
out a pause, do two 
sets of squats, again 
without weights using 
only your body weight. Follow that up with biceps curls and shoulder 
presses—instead of barbells or dumb-bells, use objects that are in your 
office, a thick book, a full bottle of water, a couple of rolled up magazines 
(Business Today will do!), anything. A thick book can be used to do 
shoulder presses, a bottle of water (with the cap tightly secure) or the 
rolled-up mags can be held horizontally for arm curls. Remember, 
where there's a will there's a way. And if that doesn't motivate you, here's 
an empirically determined fact: physically fit people tend to get promoted 
more often than their out-of-shape, unfit colleagues. So pick up that fat 
tome on the Companies Act and get cracking. 


МҮЯҮЯ ТҮГҮН 





Tip of the fortnight: Do the plank or bridge to strengthen your core 
abdominal and back muscles. Here's how. Lie on the floor, supporting your 
torso with your arms, with your palms shoulder width like you would do 
before a push-up. Maintain your hips and torso in a straight line. Your toes 
should be touching the ground and feet arched towards your shin. Hold 
this position for 30 seconds. Relax. Repeat. 

MUSCLES MANI 





Write to musclesmani@intoday.com 
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ARLY THIS YEAR WHEN A REPORTER ASKED 

Fujio Cho about Toyota Motor's plans to cor- 
ner 15 per cent of the global car market, the 68- 
year-old President said it was merely an employee- 
motivation slogan that had leaked out of its car 
plants in Japan. Of course, nobody believes that. 
Quietly but relentlessly, Toyota has risen from 
being a maker of cheap little cars to an automotive 
behemoth that now seems set to displace General 
Motors as the world’s top player. In India, which 
Toyota entered rather late with a breadbox called 
Qualis, it has similar plans. And Cho, due to retire 
at the end of this year, came to fire the first salvo 
with a snazzy new SUV (sports utility vehicle), the 
Innova. Although his maiden visit to the country was 
kept a secret till the very last minute, Cho did 
oblige the media by holding a press conference. His 
message: Toyota will garner 10 per cent of the 
Indian market by 2010 and “the Innova is a step in 
that direction”. Rivals, watch out. 





“Secessionist СЕО” 


UNNING A LARGE CORPORATION IS TROUBLE ENOUGH 

for most CEOs, but not Farooq Kathwari. Apart 
from managing Us furnishings giant Ethan Allen, Kath- 
wari has taken it upon himself to find a resolution to 
the intractable Kashmir issue. Why? For one, Kathwari, 
in India recently, is a Kashmiri. He moved to the us in 
1965 and went on to become the owner of a brand as 
American as the apple pie. Also, he's personally suffered 
because of global violence. His 19-year-old son, Irfan, 
went to Afghanistan despite the family's protests and 
was killed fighting the Russians alongside the Taliban. 
Says Kathwari: *Global violence often hits the poor and 





е ” * = 
the innocent the worst.” He’s been labelled a seces- 0 id Lad Fri ht 
sionist for his efforts, but Kathwari chooses not to let 


that stop him from finding peace for his people. 


Ba LE LINES ARE COMING SHARPER INTO RELIEF IN 
Mumbai’s newspaper market. Tariq Ansari-owned 
Mid-Day Multimedia has sold a 10 per cent stake to 
the Indian Express Group for Rs 25.54 crore. Is that in 
response to a perceived threat from Bennett, Coleman 
& Co. (owner of the Times of India—the Old Lady of 
Boribunder), which has mopped up 8 per cent of 
Mid-Day’s shares? “With 64 per cent of the com- 
pany controlled by my family, there is little danger of 
a hostile acquisition,” says Ansari. Then why strike the 
Express deal at one-third the market price? 





Second Wind 


EVEN YEARS AGO, WHEN BZW SHUT SHOP IN INDIA, 

Alok Vajpeyi launched his own advertising and pub- 
lishing firm. The venture came a cropper and Vajpeyi 
had to take up another job—at psp Merrill Lynch in 
Mumbai. A couple of months ago, he quit as the coo 
of DSP's mutual funds business. Now we know why. It’s 
that entrepreneurial itch again. This time around, 
Vajpeyi, 44, has tied up with the UK-based financial and 
property services group, Dawnay Day, to offer every- 
thing from wealth management to corporate finance. 
“I want to build a sustainable financial services group 
in five to seven years from now,” says Vajpeyi, a 
London School of Economics graduate. Compared to 


advertising, this seems more up his street. 
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Power Surge 


Am E OVER A MONTH AHEAD OF HIS RETIRE- 
ment, National Hyderoelectric Power Corp.'s 
(NHPC) boss Yogendra Prasad has been caught in the 
maelstrom of a controversy. A Bharat Heavy 
Electricals Ltd. (BHEL)-Marubeni consortium has 
accused NHPC of wrongly awarding a key contract 
(Subansiri Project) to French engineering giant 
Alstom. *I have done an honest assessment and 
given the contract on the basis of the bid docu- 
ment," defends Prasad, 59, an electrical engineer, 
who started his career at NHPC way back in 1978. 
But shouldn't one psu have preferred another psu? 
"Alstom's bid was much lower than that of the 
BHEL-Marubeni combine, even after all the necessary 
corrections were made," says Prasad. When BI 
went to press, Prasad seemed set to finalise the deal 
on March 11, leaving BHEL to lick its wounds. 
CONTRIBUTED BY KUSHAN MITRA, R. SRIDHARAN, 


SHAILESH DOBHAL, ROSHNI JAYAKAR 
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Ignite 


N ABILITY TO IDENTIFY FEASIBLE 

solutions in a maze of externalities 

that influence their microcosm is a 
hallmark of good managers. Leaders tend to 
do this more consistently, with an uncanny 
ability to envision goals, and then navigate 
their organisations and people through 
uncharted waters to achieve the end desti- 
nation. The leadership mantra has five verses: 
power of vision, clarity of purpose, passion 
to create, an ability to carry an organisa- 
tion as a cohesive unit and the foresight to 
incubate growth drivers. 

A leader is characterised by the ability to 
look beyond the obvious and articulate a 
future goal—one milestone at a time—for his 
team, and in the process empower them 
with a deep sense of purpose. Few things 
provide higher satisfaction to individuals 
and organisations than a clear sense of pur- 
pose. If you can leverage this sense of pur- 
pose to ignite the minds of your teams with 





Team Spirit 


ADITYA SAPRU, Partner & Director (India Operations), Frost & Sullivan 


a burning desire to perform and create, you 
would have set yourself on a path to success. 
A path that binds as much as it liberates. 
Organisations prosper in an environment 
where the freedom of an individual to per- 
form and achieve is a core around which col- 
lective growth is built. Leaders recognise 
this and foster a sense of positive community 
between the achievers and worker ants. 

Unilateral decisions are passé in today's 
business environment; it is therefore critical 
to identify, incubate and empower a team of 
drivers in an organisation. All leaders invest 
in efforts to create micro leaders that feed 
them with actionable insights at functional, 
tactical and strategic levels, always keeping 
them a step ahead of the vagaries that influ- 
ence their ecosystem. 

Leadership is more about continuity than 
about seeing the future. Able leaders envision 
and create self-sustaining entities whose sur- 
vival is delinked from their presence. @ 
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On-the-spot approval with special rates. 


At HDFC, we have designed our services and processes to facilitate faster approvals. As fast as 
on-the-spot. And that too, with special rates. So, give us an opportunity to introduce our unlimited 
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Crafting a future in ceramic 
with a legacy of 
innovation, trust and style 


One of the most valued names in the Indian corporate 
scenario is all set to make a mark in a whole new ared 
of activity. After ushering in an era of change in thg 
Indian footwear industry and revolutionizing the country's 
premium retail segment the Liberty Group is embarking 
on yet another dynamic venture. 

Liberty Whiteware. 

Fashioning the future of Indian ceramic Sanitary ware, 
Inspired by a lifestyle of sheer elegance. With bathroom 
Collections that'll include washbasins and other products of 
European design the like of which our country hasn't seen. To 
be produced in a State-of-the-art plant located on the Delhi- 
Jaipur Highway. The products would be ready to storm the 
market during Fall 2005. And a legacy that has done us all 


proud will be carried forward in the true Spirit of enterprise. 


LIBERTY 


Liberty Whiteware Pvt. Ltd. 4/42. Punjabi Bagh, New Delhi-110026 
Tel.: (011) 524630007 Fax: (011) 52463008 
E-mail: mail@libertywhiteware.com www. libertyindia4u.com 
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When Reliability Matters 


Amkette House, C-64 / 4, Okhla Phase II, New Delhi - 110 020, Tel.: 011- 
26384193, 26389876/7 Ahmedabad: Tel.: 079-6854188 Bangalore: 
Tel.: 080-5591315, 5598533 Chennai: Tel.: 044-28554619, 28553046 
Cochin: Tel.: 09847276947 Hyderabad: Tel.: 040-23221615, 23226542 
Kolkata: Tel.: 033-22293766, 22294615 Lucknow: Tel.: 0522-2627265 
2273481 Mumbai: 022-26871489,26873370 Pune: Tel.: 09890944568 
Udaipur: Tel.: 0294-2440586, 2440150, 2440156 
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Introducing the power packed Nokia 6630 mobile phone - Designed to keep you ahead. Always... 


W EDGE and Broadband speed 

E 1 hour video recording 

E Instant E-mail 

W 8 MB Phone Memory & 64 MB Multimedia Memory Card with Hot Swap feature 
E Flight Mode - use phone without activating SIM while in flight 

® Soft SMS reject - send pre-programmed SMS messages when you reject a call 
S Speaker phone 

W Future proof 3G technology 

W Packaged in a distinctive and unique style 


For full specifications, please refer to WWW.nokia.co.in WWW.nokia6630.com 
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From The Editor 


UST A DAY AFTER INTRODUCING BUDGET 2005, 

Finance Minister P. Chidambaram told a meeting of 

the Board of India Today Economists (BITE) and 
CEOs from across India Inc. that notwithstanding the 
media-created hyperbole that precedes it, the Budget was 
nothing but an “annual financial statement” by the 
government. But as we all know, the Budget has come 
to be far more than just a financial statement. Finance 
Ministers over the years use the Budget to articulate the 
government's key policy decisions. Back in 1991, the 
then Finance Minister (now Prime Minister) Manmohan 
Singh's landmark Budget was the one key document that 
ushered in path-breaking reforms in the Indian economy. 

On the day of the Budget—normally the last wor- 
king day of February—industry, businesses and stock 
markets go into a state of suspended animation, waiting, 
in particular, for the tax proposals that are announced 
by the FM. Yes, in the past few years, with India com- 
mitted to rationalising tariffs and tax rates, aligning them 
gradually to global standards, there is far less uncertainty, 
and the element of surprise has diminished considerably. 
Still, the Finance Minister’s 
Budget proposals each year 
affect businesses, individuals and 
markets more profoundly and 
sweepingly than any other single 
piece of economic legislation or 
policy statement. Budget 2005, 
the first full-fledged budget of 
the Manmohan Singh-led 
United Progressive Alliance (UPA) 
government, is no exception. 

For the first time since the 
debut of Business Today in 1992, we have produced the 
Budget Special that you are now reading as a standalone 
issue. We did that in order to ensure that our readers 
get our reports and analyses of Budget 2005 as quickly 
as possible. BT's correspondents and editors have put 
together this exclusive package to help you navigate this 
year's Budget and the Finance Bill. Besides a lead fea- 
ture on the Budget and how it will impact you, your 
business and your industry, it includes a detailed 
analysis by a BT-Ernst & Young team of 16 key sectors 
that are likely to be impacted by the Budget. Plus, 
there is the BITE panel's meeting with Finance Minister 
P. Chidambaram, where economists and CEOs dis- 
cussed key points with the FM, and a special guide for 
post-Budget investing. And if you’re wondering how 
the Budget will impact the personal taxes you have 
to pay or how excise and customs duties will affect 
the prices of goods and services you purchase, there 
are sections on that as well. This is one special issue 
that you may well like to use as a handbook. 
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m EDITORIAL 


OW INDIA INC. REACTS EVERY YEAR TO THE 
budget pretty much shapes the general senti- 
ment about it. If business and the stock market 
give it a thumbs up, the overall mood also 


` — appears to be positive. That's because the strongest and 


most overarching responses to the budget come from 
urban centres, and here it is business and the markets 
that hog the biggest share vocally as well as visibly with 
its reactions. After all, ordinary citizens (or, as the 
UPA government would prefer it, the аат aadmi) nei- 
ther have the lobbying power, the PR machinery or the 
access to mass media for vocalising their feelings. 
Sure, the people have their representatives, the politi- 
cians, to speak out on their behalf, but very often 
that breed, constrained by political compunctions or 
ideological blinkers, cannot quite make the relevant 
noises on behalf of the people. Budget 2005, however, 
should not pose any such commu- 
nication problem for individuals 
because lower income taxes for 
the salaried middle-class and a 
plethora of benefits for the rural 
sector will have ensured that the 
aam aadmi is happy with it. 

Back to business. Budget 2005, 
as most talking head Tv jocks on 
February 28 rued, had few sur- 
prises in store, but then does 
business need an annual dose 
of surprise or is it happier 
' with a stable set of policies 

and tax structures that remain 

more or less the same, at least 
in the near-term? One stock mar- 

ket analyst explained the bullish stock market on 

Budget day as being triggered by relief among global 

investors that there was nothing in the Finance 

Minister's proposals to rock the boat. 

Besides the clear focus on rural infrastructure and 
grassroots development, an essential focus of Budget 
2005 is on tax reforms and rationalisation, partly as 
prescribed by the Kelkar Committee, which was set up 
by the UPA government's predecessor, the Byp-led NDA. 
Ergo, they don’t come as a surprise. Still, they come 
with a clever twist in the tail. Take corporate taxes, for 
instance. Indian companies will now be levied a tax rate 
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that is lower than before, but a lower depreciation rate 
would mean their taxable income would be higher. This 
is particularly significant now because sustained growth 
in demand has begun convincing companies to add to 
their capacities. Besides, there are mammoth invest- 
ments in infrastructure that could be on the anvil. 
According to a report by ICICI Securities, India could see 
$51 billion (Rs 2,24,400 crore) being invested in 
infrastructure sectors, including power, roads, ports and 
telecom in the next two or three years. A lower 
depreciation rate on investments would mean higher 
pre-tax incomes and, hence, more taxes for the 
exchequer. Nothing wrong with 
that; after all, the FM’s estimate 
I of Rs 6,000 crore of additional 
| taxes is based primarily upon 
| growth and buoyancy of 
revenue volumes rather than 
rate hikes. This way, it is a 
win-win for all: business isn’t 
upset about the rate of taxation and 
the government gets what it wants. 

The other clever move (albeit more 
cosmetic than real) in Budget 2005 is 
on a more macro level and one that 
astute commentators have lost no 
time in pointing out. By transferring 
Rs 29,000 crore worth of borrowing 
" to the states, the FM has managed to 
lower the Centre’s fiscal deficit, but 
not make a dent in the overall deficit 
in the system—not exactly a shining 
example of fiscal prudence. 

Still, Budget 2005 has been cheered by most. 
Particularly curious was the reaction to the FM’s 
announcements by members of the opposition in 
Parliament. As would have been evident to anyone 
who was watching it on TV, the loud protests against 
the proposal to levy a 0.1 per cent tax on daily cash 
withdrawals of Rs 10,000 and more may have seemed 
disproportionate compared to the actual incidence of 
the tax. But what reassured was the unperturbed 
manner in which everyone heard the FM’s call to be 
pragmatic about allowing more foreign direct invest- 
ment (FDI) in sensitive sectors like mining, trade and 
pension. We aren’t complaining. m 
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You Should 


Why everyone has reason to be happy with 


PARE A THOUGHT—AND RS 10 FOR EVERY 
Rs 10,000 you withdraw from the ATM, 
although this amount, a chartered 
accountant tells this writer, can be billed as 
an expense in tax filings—for India’s Finance 
Minister P. Chidambaram. He is the corporate sector's 
Sachin score-a-century-every-time-he-walks-in-to-bat 
Tendulkar, A.R. compose-only-memorable-tunes 
Rahman and Keanu register-a-hit-with-even-mediocre- 
fantasy-and-sci-fi-movies Reeves rolled into one. 

It has been that way ever since that day in 1997 
when he presented a budget that set the benchmark 
for others that came after it. Even today, eight years 
and two finance ministers later, people remember and 
talk of Budget 1997 fondly (not many people recol- 
lect that the government fell soon after, rendering the 
document effete). The budget-that-never-was, his 
impeccable diction, and the fact that as a lawyer, 
Chidambaram has appeared for several companies, 
domestic and multinational, have combined to give 
the finance minister a mantle of the eternal free 


FIVE MOST REFORMIST ASPECTS 





and pensions 


market champion. *Chidambaram's strong credentials 
as a reformer make us hopeful for the continuity of 
the reforms process," says Sanjay Jain, Country 
Manager, Accenture. 

That is a tough act to live up to, especially when you 
are the finance minister of a coalition government 
that comprises 14 parties with at least twice as many 
ideologies between them. And it is a tough act to live up 
to, especially when the big reforms within a finance 
minister's ken have been carried out. *One of the 
things about Budget 2005 is that it has minimised the 
announcement of specific non-fiscal reforms that would 
require action from other ministries, because they 
rarely get implemented," says Arvind Virmani, CEO 
of Indian Council for Research in International 
Economic Relations. Thus, while the Indian labour 
market remains inefficient and hamstrung by archaic 
laws, labour reforms are a politically significant subject 
that fall under a different minister altogether. If Budget 
2005 is boring, as some experts have described it, 
attribute it to these. Boring, says Vinod Sethi of 


FIVE LEAST REFORMIST ASPECTS 





18 Surcharge on corporate income tax - 
increased from 2.5 per cent to 10 per cent 





Wl Foreign exchange reserves to be used 
for infrastructure projects 





Wi Amount paid as Minimum Alternate Tax 
becomes eligible for credit 


Æ Rectification of inverted duty structure 
on petroleum products 
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Wi Burn on Rajiv Gandhi Irrigation 
Project: Rs 4,750 crore 





8 No attempt to rein in subsidies 
on food, fertiliser and oil 





Bi No mention of the D word, 
disinvestment 


smile Too 


Budget 2005. ьулѕніѕн GUPTA 


Mumbai-based Sethi Capital, elsewhere in this 
magazine, is good, adding that it is a quality that 
appeals to foreign investors. 


The New Populist 
Some companies thrive on contrarian staffing deci- 
sions. They put accountants in charge of research, 
engineers in charge of human resources and econo- 
mists in charge of investor relations. The logic, if any, 
behind such moves is unclear, but in most cases the 
results are nothing short of the spectacular. The 
ruling United Progressive Alliance, or the two people 
who make such decisions for it, UPA Chairperson 
Sonia Gandhi and Prime Minister Manmohan Singh, 
may have been motivated by similar considerations 
while anointing Chidambaram Finance Minister. 
Over the past two budgets, reformist 
Chidambaram has donned the populist garb well. A 
buoyant industry, anxious that the government con- 
tinue its largely laissez faire approach, has been loath 
to criticise his populist measures. And the finance 


Allow 26 per cent FDI in the 
retail sector 


Give mega power project status to projects 
with capital cost exceeding Rs 750 crore 


Reduce the excise duty on cars from 
24 per cent to 16 per cent 


Scrap the Minimum Alternate Tax 


Increase the ceiling on FDI in 
electronic media 








WHERE’S THE MONEY? 





] сга е 
said this several times during his 
speech) drives home the point that 
they are. The man’s indirect tax pro- 
posals are revenue neutral, while 
his direct tax proposals will bring 
in only Rs 6,000 crore. If he has 
pegged the fiscal deficit at 4.3 per 


REVENUE RECEIPTS 
CAPITAL RECEIPTS 
TOTAL RECEIPTS 


cent—that assumes the cop will be PLAN EXPENDITURE FN 
Rs 26,78,000 crore, a growth of 6.9 TOTAL EXPENDITURE 
per cent over 2004-05—it is... j 
because he expects better compli- REVENUE DEFICIT 
ance and the buoyancy in the eco- — : 

nomy to translate into higher reve- FISCAL DEFICIT 

nues. If that doesn't happen, the 

increase in total expenditure of some PRIMARY DEFICIT 


7.6 per cent could result in chaos 
and a financially unviable economy. 


Figures in per cent are deficits as a percentage of GDP 


minister has pressed happily ahead with sops for the 
agricultural and rural sector, confident in the knowledge 
that higher corporate profits will eventually result in 
enhanced revenue receipts. According to his estimates 
for 2005-06, corporate tax will account for almost 
30 per cent of gross tax revenues, higher than the 28 
per cent they did in his estimates for 2005-06. 
Corporate tax collections during the year have belied 
Chidambaram's expectations (there is a shortfall of 
Rs 5,436 crore; there is also a shortfall of Rs 8,429 
crore in excise duty collections), although they have in 





NON-PLAN EXPENDITURE 















3,09,322 3,00,904 3,51,200 
1,68,507 2,04,887 1,63,144 
4,771 829 5,05,791 5,14,344 
3,32,239 368404 3,70,847 
1,45,590 1,37,387 1,43,497 
4,77,829 5,05,791 5,14,344 
76,171 85,165 95,312 
(2.5%) (2.7%) (2.7%) 
1,37,407 1,39,231 151,144 
(4.4%) (4.5%) (4.3%) 
7,907 13,326 17,199 
(0.3%) (0.4%) (0.5%) 





Source: Budget Documents 2005-06 


no way altered his strategy of parlaying higher corpo- 
rate profits into incremental revenues that can then be 
used to fund social and developmental programmes. “It 
is evident from corporate results that companies are 
doing well,” says Chidambaram. “So, the only thing that 
can explain lower collections is inadequate monitoring.” 
Thatl could explain Chidambaram’s decision to reduce 
the corporate tax rate from 35 per cent to 30 per 
cent and the depreciation on plant and machinery 
from 25 per cent to 15 per cent. The second doesn’t just 
take away from the first; given that India is in the 


VIVAN MEHRA 








Т IS A BRAVE FINANCE MINISTER AND A BRAVE GOVERNMENT THAT SETS OUT TO 
| focus on city upgradation or urban renewal (like Chidambaram has 

with an allocation of Rs 5,500 crore for the National Urban Renewal 
Mission). In a country where policy-makers have traditionally been apolo- 
getic about doing anything for cities, this represents nothing short of a 
radical shift in the mindset of the polity. The minister mentioned some 
projects in Mumbai and Bangalore that would come under the 
ambit of the National Urban Renewal Mission that would, in its initial 
avatar, focus on the country’s seven largest cities. We have a beginning. 
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RITICS, ESPECIALLY THOSE WHO NEVER CAME CLOSE TO DOING ANYTHING 

remotely like this in their years in power, may carp that Budget 

2005 lacks a big idea that will make things better in the agri- 
cultural sector. That may be the case, but it has enough reformist 
strands to make a fine tapestry. The effort to attract private invest- 
ments in agriculture coupled with the creation of an efficient mar- 
keting infrastructure for agricultural produce will help, as will a 30 
per cent increase in agricultural credit. Then, there's the Rs 5,000- 
crore Backward Regions Grant Fund that should remove some of the 
bias in the way India has developed. Like we said, it's all there. 








FIVE MAJOR REVENUE EARNERS midst of an investment boom (read: mort 
investments in plant and machinery with th 

FOR THE GOVERNMENT lower depreciation rate increasing the income 

All figures in Rs crore that can be taxed), it will eventuallv tran 
2004-05 2004-05 2005-06 late into higher tax collections. 
Budget Estimates Revised Estimates Budget Estimates 

UNION EXCISE DUTIES — 1,09,199 100,720 121533 The Big Idea 

CORPORATION TAX 88,436 83,000 1,110,573 If everyone Ww ho has sifted throi gh t 
development-speak and the numbers of Budget 

CUSTOMS DUTIES 54,250 56,250 53,182 2005, and everyone who will do so in the 
next few weeks, is keen to find common 

INCOME TAX 50,929 50,929 66,239 strands between it and Budget 2004, and ther 

——— IER LRL 
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MOST SIGNIFICANT TAX REFORM 






= The move to exempt aviation turbine fuel from sales tax 
should reduce operating cost for airlines and given the 
recent mushrooming of low cost carriers, this will help 


the cause of the sector in India 


extrapolate these into a clearer picture of 
Chidambaram’ Big Idea for the Indian economy, it is 
because the MBA from Harvard Business School is 
known for his depth of vision. The theme for Budget 
2005 could be the creation of jobs, as the man himself 


FIVE MAJOR NON-PLAN 
EXPENDITURE OF THE GOVERNMENT 









Y Estimates Estimates 


INTEREST PAYMENTS 1,25,905 1,33,945 
DEFENCE 4351] 48,625 
SUBSIDIES 46514 41432 
GRANTS TO STATES & UTs 14828 33,953 
PENSIONS 18338 19,542 






DELIVERY DIATRIBE 


А PROVISIO! 


cC y iO \ А Р U FOR SOMETHING SIMPL‘ 
‘because the delivery mechanism is bad.” That was 
what Chidambaram told this magazine after pre- 
senting Budget 2004, referring to the widespread cri- 
ticism that his populist initiatives would never reach their 
targeted audience and referring to his own efforts to 
improve delivery mechanisms. Today, in association with 
Montek Singh Ahluwalia, Deputy Chairman, Planning 
Commission, the minister is putting in place mechanisms 
to measure the development outcomes of all pro- 
grammes. No programme is to be allowed to drag on 
from one Plan period to another without an independent 
and in-depth evaluation. 
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= Simplification and rationalisation of personal income tax by 
removing exemptions and standard deduction and providing 
a ceiling of Rs 1,00,000 (Rs 1.25 lakh for women and Rs 1.5 
lakh for senior citizens) as a deduction on taxable income 








mentioned in his speech, but that is unlikely to be the 
Big Idea that will catalyse India’s journey from an 
economic-superpower-in-the-making (and a legend in 
its own mind) to one that has arrived. 

It is evident from Budget 2004 and Budget 2005 
that agriculture lies at the core of this Big Idea. 
Chidambaram’s efforts, this year, and to a lesser extent, 
last, seem to revolve around attracting investments 
both public and private (the latter especially since it will 
result in competitiveness driven by the profit motive) 
into the agricultural sector and at the same time, creating 
an efficient market infrastructure for agricultural pro- 
duce. That’s simply put on paper; in reality it involves 
several issues, some politically sensitive, spanning 
everything from subsidies to microfinance to foreign 
investment. “The last two budgets have provided a 
host of measures to create a vibrant agricultural sector,” 
says Sanjiv Goenka, Vice Chairman, RPG Group. 

If Chidambaram succeeds in creating an agricultural 
sector that is as efficient as the services one, he will be 
able to sit back and reap the fruits of his labour. After 
all, the current year’s 6.9 per cent growth in GDP can be 
disaggregated into 7.8 per cent in the industrial sector, 
8.9 per cent in services and 1.1 per cent in agriculture. 
“A 4 per cent growth in agriculture sector could easily 
translate into 7.5 per cent overall СОР growth,” says 
Saumitra Chaudhury, Economic Adviser, ICRA, and a 
member of the Prime Minister’s Economic Advisory 
Group. The key to this lies in ensuring that develop- 
mental initiatives achieve their desired ends. This is why 
the efforts of Chidambaram and Montek Singh 
Ahluwalia, Deputy Chairman, Planning Commission to 
improve the quality of delivery mechanisms are impor- 
tant. The emphasis on agriculture and delivery mechanism 
makes for a fairly plebeian Big Idea (it lacks the sex 
appeal of, say, building a knowledge economy) but it 
could well result in an economy capable of growing con- 
sistently at a rate in excess of 8 рег сеп. Bl 


VUHAW NVAIA 





A TRADITION OF 


TRUST 


FOR 
140 YEARS 








„= 


зсїтетате sep ÊA ALLAHABAD BANK 


www.allahabadbank.com 


BUDGET 


“Go Ahead, Be Bullish And 


FINANCE MINISTER’S 
job is never easy. 
And if you are one 
who's been toasted 
as the maker of a 
dream budget, the 
job can be harder still. Palaniappan 
Chidambaram should know. Eight 
years after he delivered a “dream 
budget”, the Union Finance Minister 
was expected to do an encore on 


February 28. Did he? That ques- 
tion was put to the Board of India 
Today Economists (BITE) to answer a 
day after the budget was presented, 
and guess who fielded the questions? 
It was the Finance Minister bim- 
self. Moderated by economist Surjit 
Bhalla, the panel sported top CEOs 
too, including Rahul Bajaj of Bajaj 
Auto, C.K. Birla of Hindustan 
Motors, Sunil Mittal of Bharti 


FM Chidambaram 
Fe 250704 Atl 
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Enterprises, Deepak Puri of Moser 
Baer, Onkar Singh Kanwar of Apollo 
Tyres, Jagdish Khattar of Maruti 
Udyog, Kiran Karnik of Nasscom 
and Vinayak Chatterjee of Feedback 
Ventures. The СЕО and Editor-in- 
Chief of the India Today Group, 
Aroon Purie, and Group Editorial 
Director, Prabhu Chawla, were also 
part of the panel. First, let’s begin 
with what the Finance Minister had 


Plan For Growth” 


to say about his fourth budget: 


“Barely 24 hours after presenting 
the budget, I am here to either 
explain it or defend it—or, if all 
of you unanimously vote, dump it. 
Aroon has raised a number of ques- 
tions, all of which are legitimate. But 
the premise of the questions is com- 
pletely wrong. It’s wrong to assume 
that the budget is the place to 
answer all those questions, or the 
budget will offer solutions to all 
those questions. Aroon said we 
promised a dream budget. Frankly, 
we did not. I am glad that he con- 
cluded by saying I don’t now 
whether to describe it as a dream or 
a nightmare, and not, I don’t know 
whether to call it a budget at all. 

“The point is, the budget is an 
annual financial statement. Over 
the years, the opportunity has been 
used to spell out the government’s 
overall policy direction. I agree in 
recent years, it has become more of 
a state of the union address—a task 
that should be left to the President 
of India when opening the 
Parliament. But over the years, the 
focus has shifted to the budget and 
thanks to the television channels, 
there's a huge build up 15 or 20 
days to the budget. Something I 
want to bring down to earth. The 
budget is an annual financial state- 
ment, which reports on the year 
that's coming to an end, which puts 
forward a set of numbers that the 
minister thinks are achievable over 
next year, and in the course of that 
statement the government outlines 
its policy approach. 

“If you look at it that way, much 
of what I said makes sense. This is a 


coalition government. Therefore, 
the budget must reflect the priorities 
of the coalition, and not one party, 
including the leading party or one 
individual. A coalition government, 
by definition represents a coalition 
of interests—not in a pejorative 
sense, but legitimate interests of the 
people, farmers, scheduled 
castes/scheduled tribes, women, 
housewives, middle class, minorities, 
students, entrepreneurs and even 
NRIS. All these interests are in one 
way or another articulated by one 
ally or another. They expect that 
their interests will be taken into 
account and duly reflected (in the 
budget). That's why the budget 
speeches tend to be a little long. 
"We set out for ourselves some 
clear guidelines. First, we must 
adhere to the National Common 
Minimum Programme. I am bound 
by the programme. It places great 
emphasis on agriculture, manufac- 
turing and infrastructure. In the last 
budget and the present one, there- 
fore, I devoted a lot of attention 
on the three areas. The thrust has 
been investment-led growth. In agri- 
culture, everything I’ve said is 
related to some investments that 
will be made, either public invest- 
ment or private investment, to make 
the sector competitive. Similarly, 
in manufacturing, we want to make 
Indian industry more competitive. 
We have identified a few industries 
that require special attention, and 
we've addressed both the fiscal side 
and the policy side. For example 
the textile sector, the sugar sector. 
Finally, infrastructure. A great deal 
of attention has been paid to it to 
come up with innovative financing 


Managing Director, Oxus Investments 


"Why was the desire 


blatantly violated in 
the case of corporate 





Group Chairman, Bharti Enterprises 
"We are going to be 
subjected to a very 
subjective rule of law 
(the fringe benefits 
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to keep it simple 


tax provisions?” 
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RAHUL BAJAJ 
Chairman, Bajaj Auto 


“I cannot understand 
how something like 
sales promotion and 
publicity can be a 
fringe benefit" 





SHANKAR ACHARYA 
Honorary Professor, ICRIER 


“The budget papers 
say there will be a 30 
per cent increase in 
tax collections. How 
will this happen?” 


schemes like the special purpose 
vehicle (spv). It will be up and run- 
ning shortly and we hope to identify 
a sufficient number of projects that 
can absorb an additional Rs 20,000 
crore of investments. 

“Let me come to tax proposals. 
Both the prime minister and I are on 
record that we intend to do a major 
tax reform. The last major tax 
reform was in 1997. Since then, 
governments have tinkered at the 
margin and not on an overall 
reform. I believe that we have 
attempted a major overhaul of the 
tax structure. The direct tax message 
is simple: here’s a threshold 
exemption, here’s a savings provi- 
sion, and the rest is tax—at rates 
that are moderate and comparable 
to international rates. All the clutter 
of 80A and so on have all gone. 

“On corporate taxes, we have 
explained that effective tax rate of 
corporates must go up. Both manu- 
facturing and non-manufacturing 
companies must be taxed equitably. 
We could have gone the whole 
hog—cleaned up 10A, 10B—but 
that would have meant reneging 
on promises made. I don’t believe 
in reneging on my promise, espe- 
cially statutory promises. What 
we've done on corporate tax is 
given you effective tax relief, 
cleaned up the depreciation, made 
it more in line with international 
practices, conceded to some 
demands. By and large, we think 
we haven't dampened (corporate) 
enthusiasm to invest and grow. 
Therefore, I would urge you, please 
go ahead and invest, be bullish 
about your own industry, plan for 
growth. We have left a lot of 
money in the pockets of individuals 
and you will find a lot of money 
looking at investment avenues. 

*On customs duty, we are 
moving surely but steadily towards 
the goal of bringing customs duty to 
Asean levels. On excise, we have 
reaffirmed our desire to move 
towards Cenvat rates. On services 





JAGDISH KHATTAR 
Managing Director, Maruti Udyog 


"Three years after 
it was announced 
that APM would be 
abolished no one 
knows where we are" 


tax, we have maintained the rates 
but expanded the net. We left the 
small service providers out of the 
net, and we think we have laid 
down a reasonably fair and trans- 
parent tax regime in which all of 
you can pay your taxes, and still 
expand, grow and invest. What I 
like about the budget is that it is 
neat and clean; there's no clutter. If 
there's any clutter left, I have said 
that I will come up with a bill to 
clean up the clutter, especially in 
direct and indirect taxes. 

“Will the budget achieve what it 
intends to? At this stage, all I can say 
is that it will. I ask you to help 
make it happen. I think we have 
done nothing to dampen anyone’s 
enthusiasm or bullishness. I believe 
investment will grow. I believe both 
foreign direct investment (FDI) and 
foreign institutional investment (FII) 
will continue to flow into India. I 
believe that Indian savers will turn 
Indian investors. I believe that 





SUBIR GOKARN 


Executive Director, Crisil 


"The fringe benefits 
tax will increase the 
effective tax rate for 
services companies like 
Crisil by 4 per cent" 


capital markets will become more 
efficient. And I believe that all of 
you will grow not just your com- 
panies but also the economy. We 
can quarrel about numbers, about 
this tax or that. But these are mat- 
ters, 1 am happy to report, on which 
no two economists agree. I know 
some aspects have been criticised. 
My good friend Shankar (Acharya) 
has criticised the tax on cash with- 
drawal. It was a huge success in 
Brazil, and I have an advisor who 
advised the government of Brazil 
and advised me now. You can 
always find fault. The point is, 1 
believe that the budget is clean 
without clutter and reasonably 
coherent. I believe it is going to 
promote investment and it will 
promote growth. 

“My singular worry is, what 
Aroon mentioned, outcome. Who 
delivers? Ultimately I have to stand 
up and answer if the government 
does not deliver in the next 


budget. But the delivery is in the 
hands of ministries, state govern- 
ments and panchayats. I don't 
deliver. The only thing I am 
directly responsible for delivering, 
in a way, is credit. Agricultural 
credit and industrial credit. | 
promise ГЇЇ follow up relentlessly 
with the banks and make sure 
they deliver. But education, 
healthcare, roads, ports... if these 
are to be delivered, each ministry 
must deliver, state governments 
must deliver, panchayats must 
deliver. But as I mentioned in 
my budget speech, it is our desire 
to put in place a mechanism that 
will measure outcomes. I’ve 
already had a chat with Montek 
(Singh Ahluwalia), and we will 
together put in place measures 
to measure development out- 
comes. And likewise in every 
other area where we have pro- 
mised something I will do my 
best, I will follow it up relent- 
lessly to see that the ministry 
concerned delivers. That’s all | 
have to say; it’s an open state- 
ment. Thank you very much.” 


After the Finance Minister’s 
speech, he was grilled on the 
Budget by the Board of India 
Today Economists and CEOs, The 
discussion was moderated by eco- 
nomist Surjit Bhalla. Excerpts: 


Shankar Acharya: The main change 
in your personal tax reforms has 
been raising and expansion of the 
brackets and a simplification of 
the savings benefit. Both of which 
suggest that tax revenues may not 
grow much whereas the budget 
papers suggest that there is going 
to be a 30 per cent increase. How 
do you see this happening? 


Indira Rajaraman: I just have one 
question about the additional 
deduction, the threshold of 
Rs 25,000 that you have given to 
women. I think women don't feel 
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AJIT RANADE 
Chief Economist, Aditya Birla Group 


“Our factories in rural 
areas run schools and 
hospitals. Is that 
something that can be 
taxed?" 





INDIRA RAJARAMAN 
Professor, NIPFP 


"This (corporate tax 
proposals) is not 
really conducive to 
the rationalisation of 
the tax structure" 


BUDGET 


2005 


very happy when they are given 
concessions just for the fact of being 
female because that is not very dif- 
ferent from the privileges that men 
currently enjoy just by virtue of 
being male. So what I would have 
liked to see is a deduction for child- 
care expenses. 


Siddhartha Roy: The kind of 
restructuring that has been done 
on income tax, is certainly a very 
major achievement, but I have one 
question on savings. We are trying 
to move from an Exempt Contri- 
butions, Exempt Investment 
Returns, Exempt Pension Returns 
to an Exempt Contributions, 
Exempt Investment Returns, Tax 
Pension Benefits sort of scheme. 
Does that mean that when we with- 
draw from the provident fund and 
other things, subsequently that will 
also become taxable? 


P. Chidambaram: On personal 
income tax, the growth this year 
will be from actuals of 03-04 to 
the revised estimates of 04-05; 
the growth rate is 22.9 per cent. 
We are of course projecting a 
slightly higher growth rate for the 
current year and that I believe can 
be achieved with Tax Information 
Network and Online Tax 
Accounting System coming into 
place. But let's assume that I fall 
short of a couple of thousand 
crores, say Rs 2,000-3,000 crore. 
It doesn't matter. Га rather set 
the bar high than low, which my 
people can scale very conveniently. 

Now on, on Dr. Rajaraman's 
point. | assume you will use your 
extra 25,000 to look after your 
children but if you use it to go to a 
spa or a beauty parlour, l'm not 
going to stop you, right? 

We are already on EET as far as 
the defined contribution pension 
system is concerned. That is already 
in force from the 1st of January 
2004. So we started off with EET, 
today all other saving schemes are 
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EEE or TEE. From TEE or EEE we 
have to move to EET. But that can’t 
be done without the committee 
going into the whole matter and 
listening to stake holders, consulting 
everyone. І can't do that arbitrarily. 


Surjit Bhalla: This was the more suc- 
cessful part of the budget. 
Unfortunately I don’t think that 
will be the case for the second part 
which is corporate income tax. 
Somewhere along the line I would 
like to know how many economists 
agree with the treatment that is 
evident in your tax proposal. 


Rahul Bajaj: On the fringe benefits, 
about which you are probably tired 
of listening: If I have a Maruti 800, 
taxation is fair but if my younger 
brother C.K. Birla has a Maybach, 
then the present taxation system is 
inadequate and he should be taxed 
much more. But he must be taxed 
and not the company. This is iden- 
tifiable, as are scholarships and pen- 
sion funds, but there is an item 
called Sales Promotion and publi- 
city. I don’t understand how this 
can be a fringe benefit. 


Ajit Ranade: All our factories are in 
rural areas so invariably we run 
schools and hospitals not just for 
employees but the community at 
large. Will they be taxed? 


Sunil Mittal: To pick up the threads 
of who is attending a conference, 
eating at a five star hotel is going to 
be very cumbersome and we are 
going to be subjected to a very sub- 
jective rule of law here. And, to get 
your attention, this will cause a lot 
of stress when the corporate indus- 
try is moving to simplify... 


Subir Gokarn: I think the fringe 
benefits point creates a bias against 
services for service companies; 
travel, telecom etc. constitute 30- 
40 per cent of our cost structure. | 
think there is a disadvantage when 
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DEEPAK PURI 


Chairman, Moser Baer 


"Because of the fringe 
benefits tax, export- 
oriented companies 

end up exporting taxes 

as well" 


SIDDHARTHA ROY 
Economic Advisor, Tata Group 


"When we make 
withdrawals from the 
provident fund, will 
that eventually 
become taxable?" 
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Power play: ЕМ Р. Chidambaram at the BITE meeting with CEOs and economists 


any percentage of this cost is dis- 
allowed. From my own company’s 
perspective, the impact of fringe 
benefits will make the effective 
tax rate go up by 4 per cent. It 
came down due to income tax rate 
reduction from 37 to 33 per cent, 
now it’s gone back up to 38 per 
cent. This is a huge hit. 


Rajaraman: Very quickly, I just won- 
dered why you had done this 
simultaneous re-introduction on 
corporations with an enhancement 
on surcharge. This is the sort of 
untidy clutter enhancing thing one 
used to do long time back and is not 
really conducive to the rationalisa- 
tion of the rate structure. 


Deepak Puri: When you talk of 
fringe benefits and export-oriented 
industries, we end up exporting 
taxes as well... 


Bhalla: Let me ask you the final 
question as a moderator. Given the 
performance of your tax cuts in 
terms of personal income tax, 
keeping it simple was the principle. 


Why was this sacrificed so blatantly 
in Corporate Tax? 


Chidambaram: We have looked at 
the corporate tax rates, deprecia- 
tion in two parts (general deprecia- 
tion and initial depreciation rate). 
And, I think we have struck a 
balance that is fair to both manu- 
facturing and non-manufacturing 
companies. | don't agree with 
Subir's calculations that the tax 
rate goes up. Everybody knows 
that there are perquisites enjoyed 
collectively by the workers that 
are not taxed because they cannot 
be attributed to anybody. But it is 
still a cost to the company. Now 
we can go down this one by one, 
and one of my people will have a 
very good reason why they 
included sales promotion and pub- 
licity. The point is these are tax 
proposals, these are suggestions, 
but we will go into them one by 
one. I don't agree we are muddying 
the waters, we are only applying a 
well-accepted international prin- 
ciple. I went back and looked at my 
cheque book to see withdrawals 


over ten thousand; in the last vear 
I have made it only four times. 
The measure may stay, may not 
stay or may be modified. The point 
is why are these cash withdrawals 
taking place, it concerns me. It is an 
anti- tax evasion measure. 


Jagdish Khattar: In 2002, it was 
declared that the administered price 
mechanism in oil would be abo- 
lished. Now it is 2005 and no one 
knows where we are going. Why 
can't we do what even Sri Lanka 
and Pakistan have done? 


Chidambaram: Very nice of you to 
say that. Remember, we have two 
products that are heavily sub- 
sidised, LPG and kerosene. Then 
there was the question of diesel 
cross-subsidising petrol. Now, after 
great effort we have moved to 
more or less market determined 
price for diesel. Unless we are able 
to find a resolution to the issue 
of LPG and kerosene subsidy, how 
can we dismantle APM completely? 
This has simply not been possible 
given our political economy. @ 
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VOX POPUL 


The BITE Economists and CEO-panellists speak on their budget likes 





SUNIL MITTAL 


Group Chairman, Bharti Enterprises 
OVERALL RANKING: 8/10 


LIKES 
m Simplification of taxes 








m Focus on rural India 


m SPV for infrastructure 


DISLIKES 

ш Tax on fringe benefits 

m Special excise duty not offset against services tax 
m Not lowering tax on telecom 


PROJECTIONS GDP: 7% 
INFLATION: 6% 


INTEREST RATES: Up (0.75%) 
EXCHANGE RATE: Rs 42 


FOR 2005-06: 


DEEPAK PURI 


Chairman, Moser Baer 


X OVERALL RANKING: 6/10 








LIKES = 
m Streamlining of personal 
income tax 


m Cut in corporate tax 
сь = : 


DISLIKES 
п Tax on fringe benefits 


m Reduction in depreciation rate 


PROJECTIONS СОР: 8% 
FOR 2005-06: 


INTEREST RATES: 7.5% 
INFLATION:5.5% EXCHANGE RATE: Rs 42-43 


JAGDISH KHATTAR 
Managing Director, Maruti Udyog 


OVERALL RANKING: 7/10 
LIKES 


m Emphasis on textiles and 
sugar sectors 











m Dereservation of 5515 


m Financial sector reforms 


DISLIKES 


= No progress on administered prices 
п Continuation of subsidies 
m Not lowering excise on cars 


INTEREST RATES: Stable 
EXCHANGE RATE: Rs 42 


PROJECTIONS GDP:7% | 
FOR 2005-06: INFLATION: 5.5% 
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and dislikes, and projections for 2005-06. 


BIBEK DEBROY _ 
Director (Research), RGICS 


OVERALL RANKING: 7/10 


LIKES — 
п Reforms on personal 


uty 
в Accountability and — - 
transparency in expenditure 


DISLIKES 


и Sleight of hand on budget numbers 
m Subjectivity in customs and excise duties — . 
= Tax on cash withdrawal and fringe benefits _ 





INTEREST RATES: Up 


PROJECTIONS GDP: 7% ' 
EXCHANGE RATE: Rs 42 


FOR 2005-06: INFLATION: 6% 







INDIRA RAJARAMAN 
Ш Professor, NIPFP 


OVERALL RANKING: 8/10 








LIKES T i 
m Flow of credit to small — 
` entrepreneurs 
= Focus on FDI and 
petroleum subsidy 
m Realisation of the need to 
improve tax-GDP ratio 


DISLIKES 

ш Cluttering up of corporate taxes 
m Increase in non-plan expenditure 
= Added tax exemption to women 
PROJECTIONS GDP: 7% INTEREST RATES: Up 
FOR 2005-06: INFLATION: 6% EXCHANGE RATE: Rs 42.50 - 





SURJIT BHALLA | 
Managing Director, Oxus Investments 
OVERALL RANKING: 8/10 





LIKES — 
п Streamlining of personal 
income tax Ye 

= Emphasis on outlays 

. and outcomes x 

п Consolidation of expenditure 
categories 


DISLIKES 


m Тах on fringe benefits _ 
m Тах on cash withdrawals — 
m Inadequate reform of corporate taxes 





PROJECTIONS GDP: 8% INTEREST RATES: Down. 
FOR 2005-06: INFLATION:4-4.5% EXCHANGE RATE: Rs 43-45 - 





RAHUL BAJAJ 


Chairman, Bajaj Auto 
OVERALL RANKING: 7/10 


LIKES 
m Increase in Plan outlay 






п Changes in indirect 
and direct taxes 


m Reduction in corporate tax 


DISLIKES 

m Lack of focus on FDI and privatisation 
m Tax on fringe benefits 

п Тах on cash withdrawal 


AJIT RANADE 
Chief Economist, Aditya Birla Group 


OVERALL RANKING: 8/10 


LIKES 
m Rationalísation of taxes 






m Infrastructure push and 
urban renewal 


m Push to micro-finance 


DISLIKES 


m Tax on fringe benefits 
= Customs duty reduction 
m Lack of focus on fiscal deficit 








INTEREST RATES: Stable 
EXCHANGE RATE: Rs 42 


PROJECTIONS GDP: 7% 
FOR 2005-06: INFLATION: 5.5% 


KIRAN KARNIK 


President, Nasscom 


| OVERALL RANKING: 7/10 


LIKES 
= Emphasis on outcomes 








m Social sector investment 


m Push to infrastructure 


DISLIKES 

m Тах on fringe benefits 

m impasse on BPO taxation 

m Insufficient investment in e-governance 





INTEREST RATES: Stable 
EXCHANGE RATE: Rs 42 


PROJECTIONS GDP: 8% 
FOR 2005-06: INFLATION: 5.5% 


SIDDHARTHA ROY 
Economic Advisor, Tata Group 


OVERALL RANKING: 6.5-7/10 
LIKES 


m Focus on rural development, 
credit and infrastructure 







m Rationalisation of indirect taxes 


m Reduction in corporate tax 


DISLIKES 


m No move towards GST 
m Lack of competitiveness strategy 
ш Тах on fringe benefits 


PROJECTIONS GDP: 7?6INTEREST RATES: Up (50 basis points) 
FOR 2005-06: INFLATION: 6% EXCHANGE RATE: Rs 44 


C.K. BIRLA 


Chairman, Hindustan Motors 


OVERALL RANKING: 7/10 


LIKES 
= Simplification of personal 

tax rates 

m Simplification of indirect taxes 
m Lowering of corporate tax 






INTEREST RATES: Up 
EXCHANGE RATE: Rs 44 


PROJECTIONS GDP: 7% 
FOR 2005-06: INFLATION: 5.5% 


SUBIR GOKARN 


Executive Director, Crisil 
OVERALL RANKING: 7/10 


LIKES 
m Increased allocation for roads 







= Capital market development 
m Changes in direct taxes 


DISLIKES 

mTax on fringe benefits 

m No target for disinvestment 
m No provision for VAT 





INTEREST RATES: 7.2% 
EXCHANGE RATE: Rs 44 


PROJECTIONS GDP: 7% 
FOR 2005-06: INFLATION: 5% 


SHANKAR ACHARYA 
Honorary Professor, ICRIER 


OVERALL RANKING: 6/10 
LIKES 


m Rationalisation of 
personal tax rates 






m Reduction in peak 
customs duty 


DISLIKES 
m Insufficient attempt to curb fiscal deficit 


m Tax on cash withdrawals and fringe benefits 





PROJECTIONS GDP: 6.5% 
FOR 2005-06: INFLATION: 6% 


INTEREST RATES: Up (0.75%) 
EXCHANGE RATE: Rs 42 


DISLIKES 

п Тах on fringe benefits 

п Тах on cash withdrawals 

m Lowering of depreciation rate 


INTEREST RATES: Stable 
EXCHANGE RATE: Rs 42 


PROJECTIONS GDP: 7.5% 
FOR 2005-06: INFLATION: 5.5% 


BUDGET 


The Politics of 
Budget 2005 


Who should smile? Who should grimace? 
And who should be paranoid? BY ASHISH GUPTA 


Uf C arson Sonia Gandh 

A large part of Budget 2005 is a For 
reflection of the National Common 
Minimum Programme and as the ust an indicat 
head of the coalition ruling the 
Centre, Gandhi has reason to smile 


presentec 


N THE END, IT WAS EASY. FINANCE MINISTER 

P. Chidambaram still had to go out and make 

| everyone in his political universe (that includes 

Î the members of the United Progressive 
Alliance or the UPA and the communist parties) 

happy, but he did so with elan. His task was made 
easy by the fact that the Indian economy was on a г 1! 
and the Indian corporate sector, the weathervane that 
shapes popular opinion on the budget, in budget-neu- 
tral mode, a happy circumstance brought about by its 
own competitiveness and growing demand. Thus, 
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some 


re-elected in 2004 






BJP and NDA leader L.K. Advani 
ап! yf the numbers 
эу the Finance Minister are 
f what mig 
oalition 
Grimace 


Chidambaram has been able to announce a clutch of 
populist rural, agricultural, health and education 
initiatives with no impact on the fiscal deficit. The 
minister, it would seem, is betting that the corporate 
sector’s buoyancy will translate into more tax reve- 
nues, a logical assumption. No political party, then, 
can go out and criticise him without appearing a tri- 
fle shallow. The communists, allies of the UPA with no 
parliamentary role to hold back their criticism, have 
reason to be paranoid about Chidambaram’s state- 
ments that announcements on a later date would 







` BUDGET 
: ANNOUNCEMENT 






SASS C | LEFT 
= | PARTIES 





















ж The National Rural Health 
` Mission, focussed on improving 
г health at the grassroot level to be 


Cannot complain; this is one | Should cheer it; not least 
of those politically correct | because it involves spending: 
things , money 











tional Urban Renewal . :: - .. Can make it out to | 

i i г rural thing, although tha 
would be difficult given the 
` tural emphasis of the budget 






W Programmes for development of Something that the BJP | Goes very well with their 
SCs and STs, reported independently would be uncomfortable ; pro-poor image 
for the first time in the budget. with; it is always favoured 

Cost: Rs 6,253 crore `. equal opportunity for all 


























Is all for development of such 
; fegions 





"Institution of a Backward Regions 


Would be unhappy with the 
< Grant. Fund. Cost: Rs 5,000 crore 


move; never favoured 
geographical distinctions 








Ж Continuation of Rural Would favour such a mov: | Has always wanted this 

Infrastructure Development because it also propagated | 
г Fund, revived last July. the cause of the RIDF in its 
Cost: Rs 8,000 crore — own budget 


















@ Articulation of Bharat Nirman -Cannot complain as ittalks Involves all of rural India - 
project, which envisages massive of the overall development of ^ andis the kind of thing the 
investments in in rural areas the society | communists will wish they 
had thought of 






















W Articulation of intent to enhance It has always advocated the Has always supported 
case for private-public sector private-sector investment in 


partnership _ the infrastructure sector 















W Articulation of intent to ask the 
RBI to explore possibility of allowing 
banks to use agency system to 
reach out to rural customers; 
Recapitalise co-operative banks 


Has a history of recapitalising | Anything to do with rural 
banks ; Customers is always welcome 











Has always favoured thé | Oops; dead against both 
opening up of these sectors 


W Allow FDI in mining, trade and 
pension industries 






W Change in income tax slabs Aye, itis. Set up the Kelkar Benefits the salaried classes; 
кшш to look into just ^ ergo, happy with it 
this | 









address the issue of foreign direct invest politburo member, too, seems to be satisfied with the 





mining and pensions (they are against both), but as. overall direction of the Budget because it reflects the 
long as this remains work-in-progress, an outright spirit of the National Common Minimum 
opposition would seem premature. That can explain Programme. But he adds that the *Fw's concern for 
the restraint with which most political parties are agricultural sector is belied both by the limited allo- 
reacting to the budget. “It is sad that the Finance cation to the sector, and by the inadequate tariff 
Minister has indulged in unnecessary nit-picking. protection". Again, that caveat seems driven by 
The 0.1 per cent tax on cash withdrawals will need- form. Thanks to a combination of happy factors, 
lessly trouble the citizens," says former Finance Chidambaram has turned popular logic on its head: 
Minister Jaswant Singh of the Bharatiya Janata Party. for once, economics has triumphed over politics. 
That's a minor grouse. Sitaram Yechury, CPI (M) No one can script a finer happy-ending. W 
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In Search Of Competitiveness 


SECTORAL IMPACT 





Overall, a status quo. The government will 
continue with subsidies and a restructuring, 
with expected positive results, which will 
be done in consultation with stakeholders, is 
in the offing. 


The government indicates that the conversion 
from Naphtha/LSHS/furnace oil to natural 
gas shall help reduce subsidy burden, a possible 
direction for companies. 


Assured irrigation for an additional 10 million 
hectares should boost demand for fertilisers. 


The reduction in peak customs duty rate 
from 20 per cent to 15 per cent will have 
almost no impact as the effective import 
duty on fertilisers now stands at 15.3 per 
cent. There is no excise duty on fertilisers. 
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A COUNTRY WHERE AGRICULTURE ACCOUNTS FOR‏ م 
around a quarter of the GDP, it shouldn't surprise any-‏ 
one that the Indian fertiliser industry—the third largest‏ 
in the world in terms of both production and con-‏ 
sumption—is characterised by government control, in‏ 
terms of the pricing of both input and output, and‏ 
assorted subsidies. The industry itself is in good health‏ 
with an increase in the consumption of urea (up 5 per‏ 
cent in the past decade) and DAP (up by 10-12 per cent‏ 
this year, the first double digit growth recorded since‏ 
driving both volume and revenue growth.‏ )1999-2000 
The industry is fairly concentrated with six companies‏ 
accounting for over 67 per cent of urea production, 84‏ 
per cent of DAP, and 70 per cent of complex fertilisers‏ 
(a good sign because of the benefits of scale). With‏ 
local gas finds promising to lower input costs, and‏ 
the low per-hectare use of fertilisers promising growth,‏ 
the industry should do well in the future. However,‏ 
much will depend on deregulation. It looks to be seen‏ 
how the government manages to ease subsidies to reflect‏ 
international pricing and allow better feedstock linkages‏ 
through a comprehensive gas policy without adversely‏ 
impacting farmers. A solution to this probably lies in‏ 
conjunction with overall agriculture and land reforms‏ 
and the broader issue of subsidies in India.‏ 


For the agriculture sector it is a good direction laid down by the FM. Initiatives to increase 
irrigated acreage from 1.2 million hectares to 3 million hectares, micro irrigation, and credit 
schemes augur well for the industry. We are happy that the subsidy to farmers is once 
again through the industry, as the delivery system is not too good for direct subsidy. Also, 
encouraging fertiliser companies to shift to natural gas will help in reducing costs. 

Ajay Shriram, CMD/ DCM Shriram Consolidated 





II AUTO AND AUTO-ANCILLARIES 


On The Fast Track 


SECTORAL IMPACT 





The tractor industry will benefit from the 
overall emphasis on agriculture. However, 
the increase in excise duty on steel will hurt 
as the increase is not Cenvatable in this case. 


Ancillary industries will benefit from the 
reduction in customs duties on aluminium, 
copper and lead. The impact of this reduction 
should flow through to the OEMs. 


The benefit of the 150 per cent deduction on 
in-house R&D, that was introduced in the 
last budget has been extended till March 
2007. R&D intensive companies (both 
ancillaries as well as OEMs) will benefit. 


The excise duty on cars remains unchanged, 
belying widespread pre-budget expectations 
of a reduction. 





i 
' 
1 
! 
' 
1 
t 
1 
' 
1 
! 
' 
' 
' 
Ц 
Ц 
' 
L 
t 
1 
L 
' 
t 
' 
I 
1 
1 
1 
' 
' 
! 
t 
' 
' 
1 
Ц 
! 
' 
' 
' 
Li 
t 
' 
' 
' 
' 
' 
' 
1 
' 
' 
' 
' 
П 
' 
t 
' 
' 
LJ 
I 
1 
! 
[i 
t 
' 
Li 
' 
L 
' 
' 
' 
1 
' 
Ц 
' 
' 
' 
i 
i 
L 
' 
1 
t 
' 
' 
' 
' 
' 
' 
1 
1 
t 
' 
' 
Ц 
t 
' 
' 
i 
' 
r 
1 
' 
' 
' 
1 
! 
' 
' 
Ц 
' 
' 
1 








2005 WATCH 
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INVASOD НЗМ 


WO-WHEELERS, CARS, UTILITY VEHICLES, COMMER- 

cial vehicles (light, medium, heavy), tractors... 
they’re all selling like hot cakes, And the other prong of 
this sector, auto components, is expected to almost tre- 
ble to $17 billion (Rs 74,800 crore) in seven years. 
Perhaps India Inc.'s urge to go global is best captured 
within this sector. Consider: Bharat Forge acquires 
Germany’s second largest forgings player, Sundram 
Fasteners pockets the precision forgings business of 
Dana Spicer Europe, Amtek Auto takes over GWK 
Group and SigmaCast, Tata Motors acquires Daewoo 
Commercial Co, Korea ...it's a long list. At the same 
time, global auto majors are establishing their presence 
in India via wholly-owned subsidiaries or via acquisi- 
tions/ ууз. Hyundai, MG Rover, Renault and Suzuki are 
using India as an export hub, and the ancillary indus- 
try is set to integrate into the global supply chain, either 
as Tier 2 or 3 suppliers or as value providers through 
engineering and software services . Going forward, the 
increasing disposable income of the estimated 250 
million middle class coupled with continuing attrac- 
tive financing options will ensure the party continues. 
At the same time, India is set to become a production 
hub for global majors, with engineering, design and 
assembling emerging as the next big thing. 


Yes, we are a little bit disappointed that nothing specific to the sector was announced. But the 
finance minister has said that he will revisit this topic . Given the momentum in the marketplace 
| am very bullish about the medium and the long term. However with Euro Ill norms being introduced 
from April 1, 2005, input costs going up, all the players have been forced to hike prices and this 


might have some impact in the short term. Overall | still feel it is a positive eT T€ 
Jagdish Khattar, Managing Director/ Maruti Udyog and President/ SIAM \ 
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ш BANKING AND FINANCIAL SERVICES 


Dash For Cash 


SECTORAL IMPACT 





The proposal to amend, in consultation with 
RBI, the Banking Regulation Act of 1949 to 
allow RBI the flexibility to prescribe 
prudential norms, and allow banks issue 
preference shares will help. 


The proposal to amend The Reserve Bank 
of India Act, 1934 will remove the limits of 
CRR for flexible conduct of the monetary 
policy and release more cash for the 
disposal of banks and enhance liquidity. 


The recapitalisation of co-operative banks 
will make this genre more efficient. 


The proposal to permit qualified NGOs 
engaged in micro finance activities to use 
the ECB window, will enable channeling of 
international funds by the NGOs. 





32 BUSINESS TODAY MARCH 2005 


EE 


BAN 





2005 WATCH 


Es ey 






E. 


г: 


к: 
a 






VHHIN NYAIA 


ANM SURGE IN RETAIL FINANCE COUPLED WITH 
growth in agricultural credit and a gradual increase 
in commercial credit have all contributed to boom 
times for the banking sector. Small wonder then that 
prognosis is the industry will grow at a cumulative 
average rate of 14.2 per cent from 2002-03 right 
through to 2005-06. This of course will no doubt be 
aided by the fall in the levels of net non-performing 
assets, from 4.42 as on 31 March 2003 to 2.54 per 
cent by March 2006. Liquidity coupled with infla- 
tionary factors and its consequential effect on the 
interest rates would result in pressure on interest 
spreads. Banks will need to focus on reducing operating 
and transacting costs to maintain their bottom line. 
Another key contributor to the bottom line would be 
fee income. The outlook for the year ahead is bright, 
as strong credit growth will continue, and demand 
from the infrastructure sector will pick up signifi- 
cantly. Further, interest in banking will be spurred by 
the interest of foreign banks in their Indian private sec- 
tor counterparts, once policies on FDI are liberalised. 
Customers of the banks will benefit with the compe- 
tition between players intensifying. Each bank will need 
to develop/structure new products catering to the 
varying needs of different customers. 


Banks would be the unexpected large beneficiaries of the lowering of corporate tax since they 
don't lose out on the realignment in depreciation rates. The proposal to issue preference 
shares, a popular measure abroad, is particularly positive for banks that need to raise capital 
without diluting shareholding, There is value in the whole SLR/CRR modification as it 
provides flexibility to the regulator to react quicker to a situation like a liquidity issue. 

C. Jayaram, Head of Wealth Management/ Kotak Bank 
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WI CAPITAL GOODS & ENGINEERING 


Cranking Growth 


SECTORAL IMPACT 


W The focus on irrigation, rural housing, rural 
electrification and the highways. programme 
should boost demand for capital goods and 
engineering services. 


W The reduction in peak customs duty to 15 per 
cent will put some pressure on margins of 
domestic companies. ‹ 


Wi Тһе above will be especially strong in the case of 
textile machinery, food processing machinery, and 
machinery for the leather and footwear industries. 

W Тһе reduction in the customs duty on primary and 


secondary metals to 10 per cent, and on coking 
coal should help. 


WI The creation of an SPV with a borrowing limit of 
Rs 10,000 crore and creation of viability gap 
funding of Rs 1,500 crore will boost demand. 











TUUM TUUM UU TUTTI A ОООО 





2005 WATCH 








OR THE NINE MONTHS ENDED DECEMBER 2004, THIS 
$22-billion (Rs 96,800-crore) industry—com- 
prising electrical, non-electrical and industrial 
machinery—grew by an impressive 25 per cent. And 
with the leading engineering and capital goods players 
sitting pretty on strong unexecuted order books, top 
line growth in 2005-06 is expected to be even more 
robust. After all, firms like ABB, BHEL, and Crompton 
Greaves (as on December 2004) had unexecuted order 
book positions of more than their sales for the first nine 
months of 2004-05. 

Indeed, this industry will grow smartly on the 
back of reforms and activity triggered in various allied 
sectors. For instance, it will benefit from the expected 
capacity addition in power with the passing of the 
Electricity bill. Similarly, investments in upgrading 
and expanding transmission and distribution net- 
works are being stepped up. Capacity addition in the 
steel, automotive and industrial machinery sectors 
too will boost the prospects for capital goods, as will 
increased spending on infrastructure. ` 

One key challenge for this sector is to prevent an 
erosion in operating margins, as input costs increase. 
The good news, though, is that the key industry players 
are believed to have built in price-escalation clauses into 
their contracts, which should protect their margins. 


The overall direction provided by the Budget is beneficial for our various businesses. The plans 
to increase investment in improving the urban infrastructure, augmenting the rural electricity supply 
system and making investments in roads, ports, airports and tourism will help our power, 
transportation and industrial projects business. The proposals for the textiles, biotechnology and 
pharmaceutical sectors to make them world-class are positive indicators. 

H. Gelis, Executive Director/ Siemens 
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Шш CEMENT 


Concrete Gains 


SECTORAL IMPACT 


т Bharat Nirman, to be implemented over a 
period of four years, for building rural infra- 
structure,will boost demand. 


ш The proposal to establish a financial Special 
Purpose Vehicle to finance infrastructure 
projects will increase consumption. 


m= The introduction of VAT with effect from April 
1, 2005 is likely to benefit the industry in 
most of the regions thereby increasing the net 
realisations for the cement companies. 


ш Increase of excise duty on clinker from Rs 250 
per tonne to Rs 350 per tonne will hurt but 
since this is only an intermediate 
product, the impact is insignificant for the in 
dustry.Most of the Cement players have capt- 
ive clinkerisation facilities. 
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ESPITE CLOCKING AVERAGE VOLUME GROWTH OF 


7-8 per cent over the past decade, cement wasn’t 
really considered a hot sector, with seasonal downturns 
perhaps contributing to the step-motherly treatment. 
That’s changing now, though, thanks largely to the 
optimism that’s largely driven by the improved demand 
outlook from virtually every user segment, the two 
biggest drivers being housing and infrastructure. Also, 
India Inc.’s willingness to embark on a path of aggres- 
sive capital expenditure will boost cement demand. 
Though capacity additions through blending and 
de-bottlenecking would continue, the supplies are 
not expected to rise sharply due to lack of new green- 
field capacities, ensuring that the industry doesn’t 
lapse into a significant overcapacity scenario as in 
the not-too-distant past. At the same time, rising export 
volumes and high export prices shall lower the supply 
pressure in the domestic market. Meantime, the entry 
of Swiss giant Holcim is expected to result in better 
price discipline; what’s more, its relatively high 
investment on ACC—the deal is valued at $100 
(Rs 4,400) per tonne—could well encourage other 
players to sell. The initiatives like go-ahead for 100 per 
cent FDI via the automatic route in the construction sec- 
tor is expected to improve the demand outlook for 
cement. One potential speed breaker, though, is slow 
implementation of infrastructure related projects. 


The decision to increase excise on clinker to Rs 350 per tonne should have been accompanied 
by a reduction in excise on cement to Rs 350 per tonne. Moreover, when a complete tax 
rationalisation is being carried out by way of tax reform it is very surprising that cement, 
which is akin to infrastructure, still remains a very highly taxed commodity, at a rate higher than 
even the maximum excise duty. Overall this Budget lacks any new initiatives. 

Anil Singhvi, Wholetime Director/ Gujarat Ambuja Cements 
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i FMCG & DURABLES 


Fast-moving, Again 


SECTORAL IMPACT 


W Reduction in corporate tax rate will help, 
although it is accompanied by an decrease in 
the depreciation rates, as most companies in 
the FMCG sector have low asset bases. 


W The rationalisation of individual tax slabs 
could increase demand as disposable 
incomes could increase. 


W The rationalisation of excise and customs 
duties is a positive for makers of edible oil 
matchsticks and air-conditioners. 


W The abolition of surcharge levy on tea will help 
the ailing tea sector. 


W The move to set up an advisory committee for 
ascertaining the abatement levels for excise 
will make the entire MRP based excise regime 
transparent and non-discretionary. 
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2005 WATCH 


FTER THREE YEARS OF SLUGGISH GROWTH, BOTH THE 

ast-moving consumer goods (FMCG) and the con- 
sumer durables sectors have re-discovered the growth 
trail. The drivers include increasing consumption, 
up-trading by some consumers, higher disposable 
incomes on the back of burgeoning agricultural (9 
per cent in 2003-2004) and manufacturing (7 per 
cent in 2004) growth, and continued access to cheap 
credit. The turnaround has prompted some key players 
like Hindustan Lever and Procter & Gamble to opt for 
expansion initiatives after three-four years.Going for- 
ward, the growth can be sustained as companies 
increase prices, penetrate deeper into the market and 
launch new categories, although the performance of the 
agriculture sector will determine demand in the second 
half of 2005-06. Competitive pressures, though, are 
expected to continue, with price wars in some cate- 
gories unlikely to end, even as new entrants like LG 
Care step up the pressure on prices. One key concern 
for the industry is the transition to a VAT-based regime, 
as this will have significant impact on the wholesale 
trade. Although a positive over the long term, there will 
doubtless be short-term hiccups. Immediate clarity is 
required on issues like inter-state VAT credit, and sta- 
tus of existing sales tax benefits in the post-VAT regime. 


The increased social spending, almost state-directed development expenditure and the focus on 
rural Infrastructure will help generate demand from new quarters and hopefully bring more con- 
sumers to branded products. The proposal to have a structured look at the abatements for MRP 
based excise fulfills an industry demand. It would have been best if the Finance Minister had made 
a Clear statement for a level playing field between unbranded and branded products/services. 
Harsh Mariwala, Chairman & Managing Director/ Marico Industries 
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E HEALTH SCIENCES 


Pulling Through... 


SECTORAL IMPACT 


W The 150 per cent weighted deduction of R&D 
expenses has now been extended up to 2007, 
a positive for research-oriented companies. 


в The industry stands to benefit from the 
reduction in customs duty on nine specified 
machinery from 20 per cent to 5 per cent. 


ш The customs duty exemption presently 
available to capital goods and raw materials 
imported by a company for any R&D project 
funded by government or CSIR has been 
extended to R&D projects funded by CSIR, 
ICMR, ICAR, UGC, DRDO and AICTE. 


W The provision of a tax holiday for companies 
with research approved by DSIR by March 
31, 2005 will continue with the date for 
approval now extended to March 31, 2007. 
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2005 WATCH 





HARMACEUTICALS, ORGANISED HEALTHCARE, AND, 

more recently, biotech have emerged as happening 
sectors, courtesy competition, opportunity, and growth, 
all the result of large-scale regulatory changes. Low-cost 
manufacturing of a high quality (India has the highest 
number of Us FDA approved plants, 61, outside the US), 
and Intellectual Property Rights protection will attract 
global Big Pharma to India. Indian companies them- 
selves are making the change from business-driven re- 
search to research-driven business. And alliances and 
outsourcing opportunities are allowing them (Indian 
companies) explore alternative business models. In the 
near term, Indian pharma companies have to cope with 
the IPR regime, the Good Manufacturing Practices 
regulation (GMP) and profit margins that are increasingly 
coming under pressure because of investments in R&D 
and the costs of securing regulatory approval overseas. 
The last is an opportunity that cannot be ignored 
with Mumbai-brokerage 55К1 estimating in a recent re- 
port that drugs worth $55-65 billion (Rs 2,42,000- 
2,86,000 crore) will soon go off patent in regulated 
markets. Nor can the opportunities India presents be 
ignored: these range from simple outsourcing to con- 
tract research to clinical trials. India is set to take a gi- 
ant leap in the Health Sciences arena. However, a lit- 
tle regulatory stimuli would help. 


There is no bold initiative to promote pharmaceutical R&D in this budget . The Finance Minister 
has promised a stable policy environment to the pharmaceutical and biotechnology industries. 
The government intends to increase the Rs 150 crore corpus for R&D next year, but there have 
been few takers because of cumbersome procedure. The government should have exempted dis- 
covery-related income from tax, at least to the extent these are ploughed back into research. 
Habil Korakiwala, Chairman/ Wockhardt 
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E INFRASTRUCTURE 


Boom-Boom Sector 


SECTORAL IMPACT 


ш Raising of cess on motor spirit by Rs 0.50 per litre 
will result in additional resources of around 
Rs 1,000 crore a year for various highway con 
struction projects. 


ш It is possible that part of the Rs 5,500 crore 
earmarked towards the national Urban Renewal 
Mission be spent on water, a key constraint in 
most cities. 

ш The use of SPVs to fund projects and the 
provision of viability gap funding will boost 
development/ upgradation of airports and seaports 
across the country. 


W The reduction in customs duty on crude petroleum 
and petroleum products will help reduce fuel 
costs of airlines and make them more 
competitive. 





that currently exists. 
A.M. Naik, Chairman/ L&T 
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2005 WATCH 


IS NOW WIDELY ACCEPTED THAT IF INDIA IS TO 
achieve double-digit growth, or even sustained high 
single-digit expansion, its infrastructure—roads, ports, 
airports and water, among others—will have to 
improve. 

Roads: The central government recently 
announced an investment of $37 billion 
(Rs 1,62,800 crore) on improving existing roads 
and building new ones. 

Ports: The country needs $20 billion (Rs 88,000 
crore) to upgrade and build new port infrastructure. 
However, archaic laws like The Port Act, 1908 remain 
a hindrance. 

Aviation: Indian airport infrastructure needs 
an urgent infusion of $9-10 billion (Rs 39,600- 
44,000 crore). A new civil aviation policy is on the 
anvil and greenfield airports are coming up with 
private sector participation. 

Water: The per capita availability of fresh water in 
the country will reach dangerous levels by 2050. The 
bill for setting this right: $6.3 billion (Rs 27,720 
crore). BOT projects like the $232-million (Rs 1,020.8- 
crore) Tirupur Water Supply Project have been suc- 
cessful in attracting private investment. Realisation of 
the impending crisis is slowly dawning on the 
authorities but there is little action on the ground. 


The focus on infrastructure and reduction of customs duties, from 20 per cent to 15 per cent will 
improve the competitiveness of Indian industry. Additionally, the Finance Ministers commitment 
to correct the inverted duty structure on petroleum and other products and his intention to 
apply countervailing duty on all zero per cent custom duty on imports will remove the anomaly 
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LANO Veal 


The Generation Next Commercial Complex 


at Lower Parel, 


Central Mumbai 






(Behind Phoenix High Street, Opp. Peninsula Corporate Park) 










* Offices : Area options from 10,000 to 1,00,000 
sq.ft. of floor plate with column free span of 9 
mtrs. & height of 16 feet for ground floor & 14 
feetfor upper floors 


* Ground floor with 16 ft. height from 2,000 sq.ft. 
to 20,000 sq.ft., ideal for showrooms 


* Corporate ambience 
* Two way accessibility 
* Grandentrance lobby 


* An ideal layout plan with parking facility for 
more than 500 cars 


ma B * Landscaped & paved open spaces 
* Wellequipped club house 
* Private electric sub station 
* Lease/outright options available 






















The Generation Next Commercial Complex ideal for Offices, Retail & Entertainment Centres 


хр ME a MARATHON A e corporate house set-up upto 22,000 
AT. — т Excellent elevation with finish of Aluminium 

ME UY IVIPIEIROIR ` acas 

Independent Corporate » Provision of roof top terrace garden 


. ilabl | 
House upto 22,000 sq.ft. меде obs facade with classy corporate 
at Lower Parel, Central Mumbai ® pe 
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MARATHON 


Adds value to Life 


For more Information :- Tel. : 91-22-2492 5869 / 2496 3689 / 3547 / 3560. Mobile : 9322 888431. 
Marketing & Site add.: Marathon NextGen, Opp. Morarji Mills (now Peninsula Corporate Park), Off Ganpatrao Kadam Marg, 
Lower Parel (W), Mumbai-400 013, India. E-mail : mktg@marathonrealty.com Web site : www marathonrealty.com 
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BHARAT SANCHAR NIGAM LIMITED Connecting India to the futt 


(A Govt of India Enterprise) ‘ 
0.1 Trusted Telecom Brand of India. 


B SNL, the largest telecom service provider, 
has risen like a phoenix within short span of 
time in the rapidly growing sector as it relies 
on accumulated knowledge, experience and 
commitment to serve the masses across the 
length and breadth of the country. 


As a largest telecom company, how has been 
BSNU's performance in the last fiscal in 
terms of growth, turnover and expansion? 


The company's turn over, nationwide coverage, 
reach, comprehensive range of telecom services 
and the desire to excel has made the BSNL 
the number one telecom company of India. 


Today BSNL is proud of having gained 
confidence of 35.43 million land line users. 
GSM cellular customer base is around 8.8 
million. 


The most trusted telecom brand in the country 
has witnessed manifold growth with the 
company registering record turnover and profits 
in the fiscal 2003-2004. BSNL registered in 
impressive growth in the turnover despite a 


highly volatile telecom market in India. 


‘The company which was formed on October 
Ist 2000 has shown upward growth in terms 
of connectivity, introduction of new services 
and value addition. 


It has a market share of over 85 per cent in 
basic services. BSNL has a net worth of Rs. 
63,000 crore; authorized capital of Rs. 10,000 
crore, paid up capital of Rs. 5,000 crore. The 
revenue during 2003-04 Rs. 31,000 crore. The 
remarkable increase in net profit which is up 
by 400 percent over last year profit was 
achieved due to the increased revenue and also 
by its achievement in the expenditure reduction. 


Commulative Capital investment in four years 
ıis more than Rs. 45,000 crore, which is perhaps 
the highest, by PSU in such a short period. 
The company achieved an EPS of Rs. 11.95 
and the book value of the share has gone up 
to Rs. 110/- a 14 per cent increase compared 
to the previous year. 
‘What are BSNU' expectation from Budget 
this year? 
We believe that the Budget will help BSNL to 
achieve national target of increasing the tele- 
density in India and connect all left out villages 
гог regions as envisaged by UPA government. 
BSNL plans to increase the number of 
telephone lines from present figure of 41 
- million to 120 million by the year 2007. 


How is BSNL keeping pace with global trend 
and acquiring technology. 

It has a mammoth 85 per cent share at 35.43 
million in land line customer base. The capital 
expenditure has been completely financed by 
internal generation of funds by the company. 
"The growth of BSNL in last four years has 
been synonymous with the telecommunication 
revolution that has taken place in the country. 
BSNL has not lagged behind in keeping pace 


with global trend of providing connections 
based on state-of-art technology and is today 
seventh largest telecom company in the world. 


For basic telephony, all more than 37,000 
telephone exchanges are digital and equipped 
with latest technology. In cellular, BSNL has 
adopted GSM technology. BSNL GSM system 
is already equipped with facilities like 
GPRS/MMS & roaming facilities. EDGE & 
location based services are being introduced 
shortly, BSNL has adopted ADSL 2+ 
technology in broadband, which is latest & 
growing technology across the world. In a 
nutshell, BSNL has adopted latest technologies 
in its network wherever possible. 


What are the new services BSNL is planning 
to launch in near future and which are the 
ones already in action? 


Among the new services introduced during 
this period special mention can be made of the 
state of art Multi Protocol Label Switching 
(MPLS) Virtual Private Network (VPS) that 
was commissioned during this year. This 
services provides cost effective optional 
solution to corporates for a nation wide 
connectivity through the National Internet 
Backbone at a much cheaper rate thereby 
reducing significantly the cost of operation 
and bringing in economic efficiency. 


BSNL is in the process of commissioning of 
world class, gigabit, multi-protocol, convergent 
IP infrastructure through National Internet 
Backbone-II (NIB-II), that will provide 
convergent services through the same backbone 
and broadband access network. 


How DataOne is going to help revolutionise 
communication network in India? 


With the launch of DataOne, which provides 
high-speed data, voice and video transmission 
on Broadband, BSNL is geared to completely 
change the way of communication. Internet 
surfing would be faster with a minimum speed 
of 256 Kbps by the induction of ADSL 
(Asymmetric Digital Subscriber Line) or ADSL 
2 plus technology. BSNL initially will provide 
service in 198 cities and has planned one 
million connections by year-end. 


Since other telecom players fear to tread in 
most of the rural and urban divide? 
Keeping in view the rural-urban digital divide, 
BSNL is the only service provider till date 
which has stepped in to bridge the gap. About 
1.24 crore rural DELs and 5.11 lakh village 
public telephones have been installed across 
the country. At present 1.63 million 
local/STD/ISD PCOs have been set up and the 
company has introduced a novel Gramin 
Sanchar Sewak scheme whereby sewaks carry 
mobile phones to the doorstep of rural populace. 
The company has ambitious plans for the future 
growth of telecom services both in urban and 
rural areas and to provide Broadband services 
to large number of customers. The company 


is also planning to introduce Intelligent 
Network (IN) systems in a large number c 
towns in rural India. 


As one of the leading public sector unit, 
what social obligations BSNL has 
undertaken? 

The BSNL work-force is committed to ke 
people connected round the clock as was dı 
during natural disasters that hit southern sti 
and Andaman and Nicobar Islands on 
December 26th, 2004. 


The company contributed Rs. 20 crore tow: 
Prime Minister’s relief fund for Tsunami 
victims. 
Even during heaviest snowfall in Kashmiy 
last 30 years, BSNL helped local populati 
in the state remain connected despite landsli 
and avalanches in the region. 


War widows and defence personnel are be 
taken care of when it comes to telephone 
services. 


BSNL spends Rs. 12 crore towards welfare 
sports activities of its 3.5 lakh work-force 
which is remarkable as far as any other P: 
isc 

BSNL is committed for promotion of educa 
sports and cultural activities in the countr 


There are greater expectation from the 
proposed merger of MTNL with BSNL: 
how the company is planning to meet th 
in future? 


The issue is being dealt with by the 
Government and it will be not proper to t 
further on this matter at this stage. ı 


What is BSNL’s Vision in competitive 
market in 2005? 


BSNL would like to become the largest tele: 
company in South East Asia with modern : 
of art technology offering world-class ser 
to its customers . BSNL will expand its serv 
in all areas. A focused business orientatio 
will be created by suitably bringing syne1 
between the marketing and operative activ 
towards meeting customer's requirement 
Communication for masses is vital to us i 
in this regard the company will concentr: 
by expanding the services of PCOs, Inter 
Dhabas, Sanchar Kiosks and broadband le: 
lines, cellular, WLL services with state-o: 
technology. 





BSNL 
Connecting Inc 


BSNL 


Connecting [ndia 


Look no 
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A TRULY UNLIMITED, 
TRULY AFFORDABLE, 
BROADBAND SERVICE 
IS HERE. 


Y That'll change the way you think, 
work and live. 


Headstar/BSNL/E/1104 


BHARAT SANCHAR NIGAM LIMITED Data ЯУ 
(A Govt. of India Enterprise) à 


Broadband 


For further information, call 1600-424-1600 www.bsnl.co.ir 


E IT (INCLUDING HARDWARE) AND IT-ENABLED SERVICES 


IT Just Got Bigger 


SECTORAL IMPACT 


ш The new fringe benefit tax has been introduced 
at the rate of 30 per cent of a specified 
portion of various benefits. It is an irritant 
as it is payable by the employer. 


W The reduction of tax on royalties paid to 
non-residents from 20 per cent to 10 per 
cent will help inflow of know-how. 


W The scope of taxable services has been 
widened to include services rendered 
outside India if the recipient is situated 
in India. This could adversely impact com- 
panies that utilise services of overseas 
service providers. 


W SMEs in various knowledge-based sectors, 
including IT, are to be provided equity support 
through a designated SIDBI fund. 
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HE POTENTIAL OF THE INDIAN IT AND IT-ENABLED 


services industry is best captured by estimates 
from India’s National Association of Software and 
Service Companies, MAIT and research firms such as IDC 
that suggest that the industry could grow at a CAGR of 
40 per cent between now and 2008. By March 2005, 
the industry (including hardware) will be worth a 
cool $28.2 billion (Rs 1,24,080 crore). The hard- 
ware industry, long ignored by most people, accounts 
for just under a quarter of this. While the chunk of the 
hardware industry is local, the bulk of the rr Services 
and ITES ones comes from exports. And while multi- 
national companies dominate the hardware segment 
and captive units of MNCs dominate the ITES segment, 
home-grown biggies such as Wipro, Infosys, and TCS 
dominate the IT Services one. Recent trends include 
the emergence of hardware manufacturing as a viable 
business in India, consolidation in the IT Services 
and ITES space, and the move by large Indian software 
services firms towards a global delivery model. The 
industry segments that have shown a high growth rate 
during the year 2004-05 (hardware 25 per cent, IT 
Services 30 per cent, and ITES 46 per cent) are 
expected to maintain a similar growth rate in 2005- 
06. However, the government would do well to 
address infrastructural issues. 


We welcome the overall thrust of the Union Budget, which is largely growth oriented. NASSCOM 
is pleased by the proposed emphasis laid by the Government on investment for social sector, 
especially education and infrastructure. We are delighted our recommendation of re-negotiating 
the rate of taxation of ‘fees for technical services’ (FTS) and ‘royalty’ to a maximum of 10 per cent 
has been accepted. We hope this will lead to a re-negotiation on the Double Tax Treaty as well. 
Jerry Rao, Chairman and CEO/ Mphasis and Chairman/ Nasscom 
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@ OIL AND GAS 


2020 Vision 


SECTORAL IMPACT 





The reduction in customs duty on crude from 
10 per cent to 5 per cent may hurt margins of 
upstream companies although it could 
increase refinery margins. 


Taxing pipeline transportation will hit 
midstream companies especially where 
input credit is not allowed in the absence of 
an output duty liability. 

Customs duty exemption on LPG and kerosene for 
domestic use and reduction on other petroleum 
products could reduce the protection enjoyed 
by the refineries. 


The service tax has been extended to dredging 
and map-making; and survey and exploration 
services, taxed last year, have been given no 
relief. 
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pee GDP IS FORECASTED TO TREBLE BY 2020 AND IT 
would become one of the leading world economies. 
In the same period the country's primary energy 
requirement will increase by close to twice today's 
levels. Over the last decade, steps have been taken to 
develop various segments of the oil and gas sector 
resulting in private and foreign investment in the 
upstream sector, a self reliant refining industry, wide 
marketing network for petroleum products and pio- 
neering initiatives for the use of natural gas for trans- 
portation and domestic purposes in select urban mar- 
kets. However it will be sometime before industry 
can truly be termed independent. Even today the 
prices of nearly 70 per cent of petroleum products are 
determined by the government. The high oil prices pre- 
vailing for most of 2003 and 2004, have also under- 
lined the importance of energy pricing and rationali- 
sation of the tax and subsidy structure . 

Recent government initiatives to augment sup- 
plies include a focussed *oil diplomacy" effort to 
effectively counter international competition in the 
acquisition of global upstream oil and gas interests. 
A "Synergy for Energy" committee has been cons- 
tituted by the Prime Minister to explore options for 
restructuring the public sector oil companies to 
harness gains from vertically integrated operations. 
2020, here we come. 


The Finance Minister has pulled as many rabbits as could have been expected from his 
politically and financially circumscribed hat. But there is no mention of power generation; the duty 
on LNG is not reduced from 5 per cent to 0 per cent nor is the gas industry given infrastructure 
status. There is no reference to a long term energy policy and in particular the steps required to 
break the nexus between economic growth, energy demand and environmental imbalance. 
Vikram Singh Mehta, CEO/ Shell India 
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A million visions. 
A million choices. 


But only a few set the standard for others to live Up to. 
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IB POWER 


The After-Shock Effect 


SECTORAL IMPACT 


W The reduction of depreciation rate is likely to 
result in higher incidence of Income Tax and, 
thus, higher power tariffs. MAT credit will off- 
set this to some extent. 


ш Non-extension of 80 IA benefit to 
infrastructure companies which commence 
operations after March 2006 is likely to result 
in higher incidence of tax liability. 


W Financial SPVs for infrastructure projects 
may help power generation projects/trans- 
mission & distribution projects which are 
unable to achieve financial closure for 
various reasons. 
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¦ TN SOME WAYS, THIS IS ONE SECTOR WHERE BIG-BANG 
1 . 
¦ [reforms have already happened. That reference is to 
1 » 

¦ the Central Electricity Act of 2003 that seeks to 
| increase competition in the sector, unbundle the state 
| electricity boards, create independent electricity regu- 
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W Rural electrification will receive a boost with 
the proposal to launch the rural electrification 
programme at a cost of Rs 1,100 crore. 


(a generator can sell to any distributor) and distribution 
(consumers can buy from any source), simplify norms 
for setting up captive units, and set power trading in 
motion. Each is a landmark reform by itself; together, 
they constitute a package powerful enough to change 
the topography of a sector closely linked to India’s 
aspirations of growing at over 8 per cent a year. In 
addition, there's the government's objective of pro- 
viding power for all by 2012, an initiative that will 
require the creation of 10,000 Mw of generating 
capacity (to the existing 115,545 MW) every year 
for the next 10 and involve some $200 billion 
(Rs 8,80,000 crore) of investment. The year ahead is 
likely to see more states reforming and restructuring 
their SEBs and an increased emphasis on power trading 
that will eventually see differential tariffs for dif- 
ferent times of the day and the like. If all goes well, 
even foreign investors could return in strength. That 
would truly be a happy ending. 





| think the Finance Minister has laid out the path to make cheap power available in greater 
quantities. The Budget is a pointer to the strategic direction the govemment wants to give the sector. 
I'm told that it will shortly be followed by the National Tariff Policy. I'm confident that the combined 
effect of the two will be to induce and encourage fresh investments in the power sector. The impact 
on CESC will also be hugely positive. 

Sanjiv Goenka, Vice Chairman/ RPG group 
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WI REAL ESTATE, HOSPITALITY AND TOURISM 


India Is In 


SECTORAL IMPACT 





The creation of a financial Special Purpose . 
_ Vehicle (“SPV”), for offering long term debt to. 
«various infrastructure sectors will stimulate _ 


opportunities for large scale tourism projects 
and integrated infrastructure development. 


The focus on urban infrastructure (NURM) and 
connectivity (NHDP Ill) may result in 
decongestion, large scale and wide spread 
real estate development, emergence of large 
special economic zones and newer business 
districts. 


The expansion in service tax Coverage on 
various services related to real estate sector 
will result in increase in costs. However, 
much of these are likely to be passed on to 
the customer. 





CEO/ Thomas Cook India 
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E YOU'RE WONDERING WHY THESE THREE HAVE BEEN 
clubbed, here's just one connection: rr & BPO (the 
information technology and business process out- 
sourcing industries) account for roughly 80 per cent of 
office space absorption. The two sectors are also a key 
user segment of hotels, thereby driving the hospitality 
industry's growth; unsurprisingly, Bangalore and 
Hyderabad have seen the maximum growth in revere 
per available room. To complete the tourism angle, тт 
& BPO are also fuelling growth of the foreign business 
traveller segment. 

Then there are other factors too that will ensure the 
real estate, hospitality and tourism boom sustains. 
Easier access to housing finance and fiscal incentives on 
house loans is driving residential demand. Mall deve- 
lopment will play its part too, with mall space in six 
major Indian cities expected to increase from 5 million 
square feet to 41 million square feet by 2006. 
Meanwhile, a hotel boom is playing out in smaller cities, 
thanks to the penetration of the services industry into 
these areas (HsBc in Vizag for instance), and domestic 
tourism also kicking in. At the same time outbound 
tourist traffic is on the up, as Indian companies aim for 
a global presence. Of course, increasing purchasing 
power and readily-available low-cost finance is also ena- 
bling domestic tourists to splurge on overseas vacations. 


The focus has been on integrating urban and rural India, as well as India with the world, The 
emphasis on road development and creation of infrastructure, mainly airports and ports, 
through the SPV route will have a positive impact on tourism. While the results may not be visible 
right away, the long term impact is likely to be extremely beneficial. 

Ashwini Kakkar, President/ Bombay Chamber of Commerce & Industry and 
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E STEEL (AND METALS) 


Stainless Steel (Sustainable Too) 


SECTORAL IMPACT 


W The reduction in customs duty on primary 
and secondary metals from 15 per cent to 10 per 
cent may exert pressure on domestic prices. 


W However, with strong domestic and export 
demand, the impact on the industry may not 
be significant. Aluminium is the only metal 
where margins may come under pressure. 


ш The increase in excise duty on iron and steel 
from 12 per cent to 16 per cent is unlikely to 
have an adverse impact as the entire duty is 
cenvatable in most cases. 


B The reduction in customs duty on coke from 
15 per cent to 5 per cent is a positive as it will 
result in reduction of input costs . This, by it 
self should mitigate the impact of an increase 
in the excise duty on steel. 


CORPORATE IMPACT 


Tata Steel: Will benefit from the overall stimulus 
to investment, as well as from the reduction in 
corporate tax. 

SAIL: It will be one of the biggest beneficiaries of 
the reduction in the peak rate of customs duty 
from 20 per cent to 15 per cent. 

Jindal Steel & Power: Will be able to reduce 
manufacturing costs thanks to the cut in custom 
duty on zinc and refractory (from 15 to 10 per 
cent) and on coking coal (from 15 to 5 per cent). 
Jindal Vijaynagar Steel: Another player with big 
expansion plans that will benefit from the 
reduction in the peak rate of customs duty. 

Essar Steel: Will gain from the custom duty cut on 
zinc and refractory amd coking coal. 
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2005 WATCH 





S TEEL HAS BEEN THE PROTAGONIST OF THE MOST 
unlikely fairy-tale that has been played out in India 
over the past two years. Today, amidst concerns that 
rising input costs could impact their profitability (they 
are looking to combat this by buying coal mines and 
further boost their profits by buying downstream 
units), almost all Indian steel majors are in capacity 
expansion mode. Then, there are the planned invest- 
ments by global steel majors in the country, the most 
notable one being Posco in Orissa. Over the next 
two years, companies Indian and global will pump in 
some Rs 25,000 crore into the sector, and in the 
next five years India’s capacity is set to go up from 35 
million tonnes a year to 60 million tonnes a year. 

Much of this growth is a function of the domes- 
tic demand for steel (every industry, from heavy 
machinery to cars to housing and construction to 
white goods uses steel, and all are on an upswing) and 
China’s almost insatiable demand for the commodity, 
an appetite that the country should continue to dis- 
play at least till 2008 (the Beijing Olympics). The 
sector could do with some minor rationalisation in 
excise and customs duties, but over the next two 
years, prices look set to remain firm, 


Reduction of peak rate of customs duty from 20 to 15 per cent will help bring down the cost of 
new projects and will help the steel industry which is in the process of modernising and 
creating new capacities. Reduction of duties on inputs and consumables like refractories and coking 
coal will bring down costs. But it is unfortunate that excise duty on steel has gone up from 12 to 
16 per cent as this will impact the small consumers who cannot take Cenvat benefit. 

B. Muthuraman, Managing Director/ Tata Steel 


ш SUGAR 


Beyond The Budget 


SECTORAL IMPACT 


W A financial package for the sick Sugar units 
(which were operational in 2002-03) offers a 
moratorium of two years on principal and 
interest payments. This will help weaker 
sugar mills to recover. 


W The loans from the sugar development fund 
(SDF) will now attract an interest rate 2 per 
cent lower than the bank rate. It will benefit 
all sugar manufacturers who are on an 
expansion drive. This is applicable for loans 
from October 21, 2004. 


W The continuance of the tariff protection for 
local producers of white sugar will help 
domestic companies hold their own against 
imports. 


CORPORATE IMPACT | 
Bajaj Hindusthan: The company will be able to i 
finance its plans to become India’s largest sugar | 
producer with 51,000 TCD capacity by October | 
2005 since SDF rates are cut by 2 per cent. | 
Balrampur Chini Mills: The company, which recently { 
saw an investment from Citicorp Venture Capital, 
has also plans to expand by 14,000 TCD green- 
field and 15,000 TCD brownfield. 


КК. Birla Group: Some of its units would be able to 
benefit from the financial restructuring package. 


Dhampur Sugar: The SDF rate cut as well as the 
restructuring package for the weaker units, which 
offers a two-year moratorium on principal and 
interest payments, will benefit the company. 
Triveni Engineering: The SDF rate cut as well as the 
restructuring package will help. 


more globally competitive. 











6 їка SUGAR INDUSTRY HAS BEEN IN AN UP-CYCLE FOR 
the last two years after a 5-year gap. The domes- 
tic sugar production last year fell by 31 per cent to 13.8 
MT while consumption stood at 18.2 Mr. During the 
current season, the production is expected to drop to 
12.5 MT because of the ill-health of mills in 
Maharashtra and also semi-drought conditions. So 
while the country is in the grip of a severe sugar 
shortage, (resulting in higher Sugar prices, up from 
Rs 12 per kg levels in Dec '03 to Rs 16 per kg now), 
the sugar companies have been minting money with 
swelling toplines as well as profits. It’s likely that 
imports to the tune of 3-4 MT would be needed each 
year from next year onwards, which would in turn 
push up global sugar rates. On the regulatory front, an 
important development is that the Supreme Court 
has upheld the rights of the state government to fix 
sugar cane prices as opposed to its previous advisory 
role. This means the industry will have to pay more to 
the farmers, something that will hurt its profitability. 
While the industry is expected to be in an upcycle for 
another year because of rising sugar demand (growing 
at 4.5 per cent a year), there are still problems like low 
production on the one hand and structural issues like 
huge arrears to farmers on another. 


Maintenance of import duties at 60 per cent on white sugar provides adequate 
protection and a level playing field for the domestic players as incidence of tariff 
protection on sugar in India is amongst the lowest in the world. Also, the reduction in 
import duties on molasses and ethyl alcohol will force the domestic industry to become 


Kushagra Bajaj, CEO/ Bajaj Hindusthan 


MARCH, 2005 BUSINESS TODAY 55 


Ill TELECOMMUNICATIONS 


You Ain't Seen Anything Yet 


SECTORAL IMPACT 


@ Cellular subscribers will no longer be required 
to file tax returns where their income is below 
the minimum taxable limits; helps the cause 
of growth. 


ш In line with India's commitment under the 
Information Technology Agreement (ITA), 
217 items covered under ITA including mobile 
phones and telecom networking equipment, 
have been exempted from customs duty. 


Ш CVD to be allowed as a credit against 
output excise duty but not against service 
tax. 


ш Customs duty exemption available to tele- 
com service providers on specified telecom 
network equipment and parts upto March 
31, 2005 has been extended. 





56 BUSINESS TODAY MARCH 2005 








2005 WATCH 


4 


Te TO REAMS BEING WRITTEN ON THE SUBJECT 
and the proactive communication efforts of India’s 
telecommunications industry associations and com- 
panies, most people are conversant with facts and 
figures about the sector. Still, they are impressive 
enough to merit a recap. India, especially after the recent 
decision by the government to raise the ceiling on 
Foreign Direct Investment in telcos to 74 per cent from 
49 per cent, is among the most deregulated telecom 
markets in the world. The country has achieved its tar- 
geted teledensity of 7 per cent, a year and half ahead 
of schedule and with close to 95 million subscribers 
(fixed and wireless), the teledensity is currently over 
8.5%. The Indian telecommunications network is the 
seventh largest in the world, and by 2020, the industry 
will be worth $110 billion or Rs 4,84,000 crore ($11 
billion, Rs 48,400 crore, currently). The govern- 
ment has come out with a broadband policy. And, as 
if to bear all this out, handset and equipment makers 
such as Nokia have expressed a desire to invest in 
manufacturing facilities . With growth a given, the 
government is expected to do well to focus on issues 
such as spectrum allocation, the controversial access 
deficit charge regime, and a new unified licensing 
regime. That should help the country achieve its tar- 
get of 250 million telecom subscribers by 2008. 


This is a good budget, the government has cut excise duties on IT equipment to nil and left it with 
a CVD of four per cent which should benefit operators such as ourselves given that we have huge 
investments in such equipment. This will allow us to roll out services with less of an impact to 
our finances in rural areas. | think it was inevitable that mobile phones be removed from the 1/6 
rule for filing tax retums. A majority of new consumers come from a weaker economic background. 
Sunil Mittal, Managing Director/ Bharti Tele-Ventures 
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No more corporate 
hang-ups. 





IX 


Business Communication System 





ystem. An intelligent communication tool complete with high-end 
ty with web based services and IP networking. It's got 
ppliers, colleagues and associates. So take a call now and 


BPL Telecom presents IPX Business Communication S 
features like voice messaging and call center functionali 
everything you need to communicate with your clients, su 
forget communication hang-ups 


Digital EPABX systems • DECT (Mobile Extension)» Multimedia PBX « IP 
Telephony + VolP • Call Center - Open Interface • Remote Maintenance 
Networking QSIG * In-skin Voice Mail System Hospitality Link • Least Cost 
Routing • Free Seating + GSM/CDMA Compatibility » IP Phones 


Models Available under rate 
contract with DGS &D 


BPL Telecom Private Limited, System House, Palakkad - 678 007. 
Kerala, Ph: 0491 2573151-60. Fax: 0491-2573375, 2573150. 
Visit us at: www.bpltelecom.com E-mail: btipkd @vsni.com 





telecom 
EPABX Systems 


Branches: * Agra: Ph; 98373 06306 * Ahmedabad: Ph 079 26871373, 98258 04201 * Bangalore: Ph: 080 22286013, 98451 99893 * Bhopal: Ph: 0755 2764350, 

5273474 + Bhubaneswar: Ph:94370 25717. * Chandigarh: Ph: 98722 11919 * Chennai: Ph: 044 28130546, 98400 44484, * Coimbatore: Ph: 0422 2544292. 

2544293, 98431 65432 * Goa: Ph: 0832 2411782, 98231 73013 * Hyderabad: Ph : 040 23231844, 23233061, 98490 29556 • Jaipur: Ph : 0141 2225052, 
| 98291 66063 * Kanpur: Ph: 98394 64185 * Kochi: Ph: 0484 2381174/76 * Kozhikode: 0495 2723916, 3043916, 98460 04923 • Kolkatta: Ph: 033 22810038 
22810039, 98300 72081 * Lucknow: Ph: 0522 2789903, 98396 31509 * Ludhiana: Ph: 98720 31920 « Madurai: Ph: 0452 2531088 • Mangalore: 98451 99892 + 
Mumbai: Ph: 022 24133553, 24146677, 98922 77500 « Nagpur:Ph: 0712 2226124, 98231 77227 * New Delhl: Ph:011 26218114, 26435853, 98713 75356 + Pune: 
Ph: 020 25672225, 25672226, 94223 18060 » Simla: Ph: 9418059344 *Trichy: 98431 96170 *Thiruvananthapuram: Ph: 0471 2322393, 2338852, 98460 13899 
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W TEXTILES 


Sew, And Reap 


SECTORAL IMPACT 





The increase in the amount sanctioned under 
the Technology Upgradation scheme by 
Rs 435 crore will help the cause of 
modernisation. 


The 10 per cent capital subsidy scheme for 
the processing sector will help this segment 
of the value chain where the highest value 
addition occurs. 

Reduction in the customs duty of man-made 
fibres will provide an impetus. 

Reducing the excise duties on PFY and other 


man made fibres will remove some disparities 
in the tax regime. 


The development of clusters and health and 
life insurance schemes announced for workers 
will help the handloom sector. 
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From a textile perspective this is mainly a non-issue 
weavers and other handloom industries but for organised players there has been nothing significant. 
However, thankfully, and there was some apprehension on this front, the Finance Minister has 
not retinkered with the excise benefits he gave last year... | did not expect overarching labour market 
reforms but at least limited labour market reform would have given a fillip. 

Darshan Mehta, President, Arvind Brands 





2005 WATCH 





T REMOVAL OF QUOTAS ON TEXTILES AND APPAREL 
by the World Trade Organisation (WTO) from 
January 1, 2005 has presented India with a huge 
opportunity for exponential growth. World trade in 
textiles will more than quadruple to $856 billion 
(Rs 37,66,400 crore) by 2010. WTO estimates suggest 
that India's and China's share in the Us market could 
increase from 4 per cent and 16 per cent to 15 per cent 
and 50 per cent respectively in the next five years. 

India's ability to manufacture across the value 
chain, coupled with the availability of affordable 
labour, will stand it in good stead. Yet, it has not 
been able to build on these advantages. For instance, 
despite being the second largest producer of yarn 
and silk, the third largest producer of cotton and cel- 
lulose fibre yarn, and having over 10,000 small garment 
units, India has barely 4 per cent of the global textiles 
market and less than 3 per cent of the apparel one. 

Indian companies are making up for lost time by 
ramping up capacities, straddling the value chain 
(right from yarn to fabric), and acquiring brands and 
factories in the Us and EU markets. The government too 
is pitching in by setting up a Rs 25,000-crore tech- 
nology upgradation fund scheme to facilitate moder- 
nisation and expansion. 


budget; the FM has given some sops to 
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punjab national bank 


Head Office : 7, Bhikhaiji Cama Place, New Delhi 110 066, india. 
; Tel : (91 11) 2610-2303; Fax : (91 11) 2610 8741; E-mail: fpo@pnb.co.in; Website: www.pnbiridia.com ue 
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| pnb | 
| PUBLIC ISSUE | 


Public Issue of upto 80,000,000 Equity Shares of Rs. 10/- each for cash at a price 

Rs. [*] per equity share aggregating Rs. [*] million by Punjab National Bank. The Is 
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SECTORAL IMPACT: 
A Snapshot Of How The Budget 


Has Affected The 16 Sectors 
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Like Service 


At BOBL it's service that drives our business. 
And to this end we are constantly adapting our 
products and services in tune with the 
changing financial markets and evolving 
banking needs of our customers. Because 
what matters to us is how much joy we can 
create around the ritual of banking. 





Bharat Overseas Bank Ltd. 


We'll be with you, right through 
H.O: Habeeb Towers, 196, Anna Salai, Chennai 600 002. 


@ 2852 2983, 2852 5686, 2852 3949. 


e-mail : help@bharatoverseasbank.com 
Website : www.bharatoverseasbank.com 


FORTUNE-CH 


B DIRECT TAXES 


Full Pound Of Flesh 


The joy of tax simplification has been marred by taxes on fringe benefits. 


HE UNION BUDGET 2005 
has been a mixed bag of 
reforms on the direct tax 
front. The good work 
done on the simplifica- 
tion of individual and corporate 
tax has been diluted by introducing 
certain new tax levies, which go 
beyond the principles of taxation of 
income to taxing expenditure. 
First, the good news. As part of 
his budget proposal, Finance 
Minister P. Chidambaram has ratio- 
nalised individual tax slab rates to 
four categories and named Rs 1 
lakh as the exempt amount. In the 
case of women and senior citizens, 
this is Rs 1.25 lakh and Rs 1.5 lakh 
respectively. A surcharge of 10 per 
cent would be levied on income in 
excess of Rs 10 lakh. Standard 
deduction as well as tax rebates (88, 
88B, 88C, among others) have been 
removed. This comprehensive pro- 
posal is expected to translate into a 
significant benefit for individuals 
falling in higher income brackets. 
On the corporate tax front, the 
FM has proposed a reduction of 
the tax rate to 30 per cent from 
the existing 35 per cent, while 
increasing surcharge from 2.5 per 
cent to 10 per cent. This results in 
an effective tax rate of 33.66 per 
cent (including education cess) in 
comparison to the earlier 36.6 per 
cent. The increase in surcharge will 


Tax Rate 


Income 
Upto Rs 1 lakh 
Rs 1 lakh to Rs 1.5 lakh | 
Rs 1.5 lakh to Rs 2.5 lakh 
Rs 2.5 lakh and above 
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also result in increase in dividend 
distribution tax to 14.025 per cent 
against 13.06 per cent and the 
Minimum Alternate Tax (MAT) will 
now be 8.415 per cent against 
7.84 per cent. Foreign companies 
would continue to be taxed at 
41.82 per cent. 

While the reduction of depre- 
ciation on plant and machinery 
from 25 per cent to 15 per cent 
takes away the benefit of a lower 
corporate tax rate, it also means 
that the economic case for levy of 
MAT is diluted. While MAT stays, 
the FM has granted a welcome 
credit for tax paid under MAT over 
a five-year period. 

Another directional message has 
been the phasing out of tax holidays. 
From April 1, 2005, profits from 
new investments in telecom and 
multiplexes will no longer be eligi- 
ble for a tax holiday. Also invest- 
ments in special economic zones 


(SEZs) beyond April 1, 2009 will 
not be eligible for tax holidays. It 
does appear that the direction is 
lower tax rate and fewer incentives. 
The proposal to introduce a 0.1 
per cent bank transaction tax (BTT) 
on cash withdrawals greater than 
Rs 10,000 in a single day is regres- 
sive. The FM has introduced a tedi- 
ous measure to curb practices that 
could not be curbed due to ineffi- 
ciencies in the system. Ironically, 
the FM has granted an income tax 
deduction for expenditure on BTT. 
Even less comprehensible is the 
proposed introduction of a fringe 
benefits tax (FBT) regime that seeks to 
tax, what has been rather unkindly 
termed, “disguised” employee perq- 
uisites. While the core concept may 
have legitimacy, the legislative defi- 
nition of the FBT, its application and 
its measurement appear a bit harsh. 
Under the new FBT, an employer 
will be taxed at 33.66 per cent on 
benefits provided to employees. 
This includes conferences and for- 
eign travel among others; they will 
be taxed on values ranging from 5 
per cent to 50 per cent of expendi- 
ture. This is in addition to the regu- 
lar corporate tax and the employer 
has to file a separate return. No 
tax deduction is available for FBT, 
which effectively means corporates 
now pay tax on expenditure; in 
addition most of these expenses are 
anyways subject to service tax. 
While some of the fine print 
may undergo change, the country 
could well see another direct tax 
budget in the proposed Income 
Tax Bill, which the FM is committed 
to introducing. 


E INDIRECT TAXES 


f 


The Right Direction 


The Finance Minister further streamlines the taxation regime. 


NE PART OF INDIA’S RE- 
form programme has 
soldiered on despite 
changes in government. 
That is indirect taxes. In 
2000-01, then Finance Minister 
Yashwant Sinha rationalised spe- 
cial excise duty to three slabs of 8, 
16 and 24, and the following year 
he reduced the three rates to a sin- 
gle rate of 16 per cent. Since then, 
there have been further changes 
and in his latest budget, Finance 
Minister P. Chidambaram has 
moved further along the plan. 
CUSTOMS DUTY: As expected, the 
peak basic customs duty rate (for 
non-agricultural products) has been 
lowered from 20 per cent to 15 
per cent. Given that the 20 per cent 
rate applies to many consumer 
products, competition should see 
prices drop, with the most appre- 
ciable decreases in big-ticket items 
with significant import content. 

In keeping with India’s com- 
mitment under the Information 
Technology Agreement (ITA), 217 
items are now exempt from basic 
customs duty. Interestingly, speci- 
fied goods imported for manufac- 
ture of items covered under ITA 
have been exempted from basic cus- 
toms duty. This is not part of the ITA 
commitment, but seems to be aimed 
at incentivising local manufacture of 
IT products. ITA bound items and 
specified inputs/raw materials would 
now attract a new levy of counter- 
vailing duty (CVD) of 4 per cent. 
The сур would be creditable, but 
only towards excise duty and not 
service tax. The Сур has not 
been extended to software. The 
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introduction of CVD could possibly 
increase prices of assembled com- 
puters and mobiles, as these are 
exempt from excise duty. 

In several cases, an inverted cus- 
toms duty structure exists, with 
higher duty rates on raw materials 
and lower rates on finished pro- 
ducts. This is partly due to the free 
trade area agreement that India 
signed with Thailand. The demand 
of domestic manufacturers for a 
reduction in customs duty on raw 
materials has been ignored. 

EXCISE DUTY: Amidst strong lobby- 
ing to abolish Special Excise Duty 
(SED), the FM could only provide 
partial relief by scrapping it in the 
case of poly-filament yarn, tyres 
and air-conditioners. The SED con- 
tinues to be applicable on motor 
cars and aerated drinks. In keeping 
with the trend in the past budgets, 
cigarettes, pan masala and speci- 
fied tobacco products will now be 


subject to a surcharge. 

SERVICE TAX: The service tax rate 
remained constant at 10 per cent, 
despite fears of an increase. A long- 
standing demand of a threshold of 
Rs 4,00,000 has been introduced. 
Services provided by a person out- 
side India to a person with a place 
of business in India, has been 
deemed to constitute taxable ser- 
vices. This amendment in the service 
tax legislation is further to a 2003 
clarification that service tax is a 
destination-based consumption tax, 
a highly contentious issue. The 
linked aspect of export of services is 
still to be clarified. 

With the introduction of new 
taxable service categories and 
widening of existing categories, the 
government has continued 
expanding the service tax net. New 
services under the tax net include 
transportation through pipelines, 
site preparation, construction of 
residential complexes, dredging 
services, broadcasting services, and 
franchise services. A major change 
in the current Advance Ruling pro- 
visions is that joint ventures will 
now be eligible applicants. 

Reforms in indirect taxation struc- 
ture appear to be on the ЕМ agenda. 
We hope that as the FM stated in his 
speech, the value-added tax (VAT) is 
implemented on April 1, 2005. 
Another deferral in the introduction of 
VAT will be seen as a dilution of India's 
seriousness to move to a globally 
competitive and transparent taxation 
structure. Introduction of VAT would 
be a powerful signal that the govern- 
ment is committed to tax reform— 
and that it can pull it off. @ 
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B COLUMN 


A Fine Balance ... 


T'S THAT TIME OF THE YEAR 

again. The most anticipated 

and eagerly awaited speech 

in the chronicles of the 
Indian Parliament has just 

been delivered. So is it time to let 
out cheers of hurray or gasps of 
agony? (And no, I am not refer- 
ring to the Indo-Pak cricket series, 
which is also around the corner 
and likely to evoke similar emo- 
tions, though on a larger canvas!). 
The first budget presented last 
year by the UPA (United Progressive 
Alliance) Government was clearly 
influenced by the socio-economic 
objectives laid down in the National 
Common Minimum Programme 
(NCMP). While the Finance Minister 
had proposed several reforms in 
last year’s budget, some of these 
took a long time to push through 
and others proved to be too sticky. 
This year, he has strategically 
pushed through significant reforms 
prior to the budget, particularly 
enhancement in FD! (foreign direct 
investment) limits in telecom, avia- 
tion and construction, enactment of 
the Patents (Third) Amendment 
Act and removal of quotas in the 
textiles sector (in line with India’s 
WTO commitments), revision of 
Press Note 18, and the proposed 
national implementation of VAT 
(value-added tax) with effect from 
April 1, 2005. The government 
has, however, already paid a price 
for its reforms agenda by agreeing, 
to a steep increase in the Employee 
Provident Fund rate from 8.5 per 
cent to 9.5 per cent with effect 
from 2003-04, a measure clearly 
designed to appease the Left parties. 
On the economic front, the 
Indian economy continues to be 
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buoyant. The momentum reflected 
in the record GDP (gross domestic 
product) growth of 8.5 per cent in 
FY 2003-04 has been carried for- 
ward and sustained in the current 
year. Thus, despite the build up of 
inflationary pressures due to har- 
dening international prices of oil 
and steel, the unanticipated 13 per 
cent deficiency in the south-west 
monsoon and the liquidity over- 
hang at the end of 2003-04 that 
spilled over into 2004-05, the eco- 
nomy is likely to grow by 6.9 per 
cent in 2004-05, which makes India 
one of the 10 fastest growing 
economies in the world. 

In many ways, the last year has 
been quite remarkable for the eco- 
nomy. The industry and services 
sectors are expected to grow at 7.8 
per cent and 8.9 per cent respec- 
tively in 2004-05 with a similar/ 
higher pace in the future. The key 


drivers for this growth have been: 
m Growth in domestic demand, 
driven primarily by a large, growing 
middle class of about 150-200 mil- 
lion, rising income levels, moderate 
interest rates and a general “feel- 
good" sentiment. This growth was 
particularly noticed in sectors that 
have recently got deregulated such 
as telecom and financial services. 
m Further progress of the Indian 
outsourcing story led by the services 
sector, especially the technology 
sector, although we are seeing an 
increasing trend towards product 
outsourcing in the auto, pharma 
and textile sectors. The resultant 
inter-linkages of the Indian eco- 
nomy with global markets have 
resulted in exports, imports and 
invisibles accounting for approxi- 
mately 30 per cent of India's GDP. 

Over the year, one has also wit- 
nessed increased buoyancy in the 
capital markets. With the BSE Sensex 
breaching the 6,500-mark, trans- 
lating into a market capitalisation of 
$380 billion (Rs 16,72,000 crore), 
a watershed has been created in 
the Indian capital market’s history. 
Foreign investors and domestic 
retail investors are injecting new 
money into the Indian market. Net 
ЕП (foreign institutional investors) 
inflows till date have been $1.9 bil- 
lion (Rs 8,360 crore) and domestic 
mutual funds have raised over $1.1 
billion (Rs 4,840 crore) in equity 
funds since January 2005. The IPO 
(initial public offering) pipeline 
also remains robust at $10 billion 
(Rs 44,000 crore) in cv (calendar 
year) 2005 implying that many 
good quality companies are set to 
access the market in rv 2006. 

A lot of the above trends started 








becoming visible 18 months back 
and are now getting strongly rein- 
forced. Hopefully; increased infra- 
. Structure spending in the future 
` would give a further impetus to 
е economy. 
The tight fiscal situation of rv 
2004-05 arising due to a shortfall in 


revenue receipts and an increase. 
in non-Plan expenditure coupled . 


with coalition partners clamouring 
for a huge kitty of the Rs 50,000 
crore for financing schemes pro- 
mised in the CMP has, however, 
- been a matter of concern, particu- 
larly given the government's com- 
mitments under the Fiscal Responsi- 


bility and Budget Management Act. . 


Given the above, one was 
_ expecting to see whether the FM 
. would deliver a budget that would 
г bolster demand and enhance pro- 
ductivity and growth or whether 
he would get trapped by short 
term fiscal concerns and politi- 
cal exigencies. 
The FM has presented a reform- 
oriented and balanced budget that 


attempts to deftly address both |’ 


political and economic constituen- 
cies (in that order). The real focus 
of the budget has been on the 
spending. measures, with a sharp 
increase in Central Plan outlay on 
key sectors/areas such as health, 
„education, backward area ‘deve- 
‘lopment and development of rural 
infrastructure in line with the 
government's overarching "Bharat 
Nirman” vision. 

- The highlight of the bud has 
| been i its emphasis on infrastructure 
_ development. The budget makes 

sizeable allocations for infrastruc- 
ture development, including a pro- 
vision of Rs 1,200 crore for impro- 
ving telecom density in rural and 
urban areas, an additional Rs 0.50 
per litre cess on petrol and diesel to 
further enhance the total outlay of 
Rs 9,320 crore for the National 
Highways Development Project, 
Rs 1,100 crore for rural electrifica- 
"tion and Rs 10,000 crore for setting 





up a special purpose vehicle for 
funding infrastructure projects toge- 


‚ ther with Rs 1,500 crore for “via- 


bility gap” funding for infrastructure 
projects. The set-up of a National 
Urban Renewal. Mission for deve- 
lopment of the urban areas also 
marks a good beginning, though 
the allocation of Rs 5,500 crore 
may not be sufficient for the same. 

The financial sector has also got 


a lot of attention, not just from the 


FM, but also from the announce- 
ments for banking sector reform 
made by the Governor of the 
Reserve Bank of India. The pro- 


` posed amendment to the Banking 


Regulation Act lays down a phased 
process for the sector's reform. 
Though contrary to the general 
expectation of a fast-paced reform 
of the banking sector, this is 
nonetheless a welcome step. 

The budget also contains 


pointers for further liberalisation 


of foreign i investment policies in 
the mining, trade and pension sec- 
tors. The FM has, however, shied 


away from making lengthy pro~ 


nouncements in this regard in the 
budget statement, probably an 
overhang of the problems he faced 
last year in pushing through the 
intended reforms with reforms- 
coy Left partners. | 

The fiscal proposals are, by and 


large, along expected lines. The 


tax reforms announced in the 
budget, though, represent only a 


part of the largely expected overall 


tax reform package. One will, how- 
ever, have to read the fine print of 
the Finance Bill to fully analyse the 
impact of the tax reforms under- 
taken by the FM. The introduction 
of VAT effective April 1, 2005, hope- 
fully puts an end to the indecision 
and uncertainty around this area. 
The reduction of peak customs 
duty to 15 per cent and the steady 
convergence of excise duty rates 
into the 16 per cent CENVAT slab are 
consistent with stated policy 
positions on the subject. 





The proposed changes in direct - 


taxes are quite broad based. The 


redefinition of personal tax bra- 


ckets, the re-design of personal tax 
rebate and relief provisions, and 


reduction of domestic corporate 


tax rates are welcome measures, 
Less welcome and indeed, less. co 


prehensible, is the proposed iritto- : 
duction of a fringe benefits тах. 
regime that seeks to hunt down, | 
and bring to tax, what has been. 
rather unkindly and expansively 
termed “disguised” employee. | 


perquisites. While the core con- 


cept is inarguably just and righ- 
teous enough, the legislative defi- 
nition of fringe benefits tax, its 


application and its measurement 
appear rather fuzzy and perplexing 
at first brush. 

What has been given up in the 


budget, is fiscal correction. The 


FM has, however, done a fine balan- 
cing act in the budget by mana- 
ging to contain the revenue deficit 
at 2.7 per cent and the fiscal deficit 
at 4.3 per cent of GDP. Going for- 


ward, a key challenge for the ЕМ 
will be to meet the budgeted reve С 
nue targets and cutting non-Plan 


expenditure to achieve longer term 
fiscal correction. 


In summary, this is a steady ` 
budget from a steady government 


in stewardship of a steady and 
resilient economy. The key chal- 
lenge would be the actual imple- 
mentation of the measures 


announced in the budget, though 


the budget for the first time lays 
emphasis on efficiency. and 
accountability of the delivery 


major programmes. The other chal- 
lenge will be to achieve the revenue 
and fiscal deficit reductions legis- 
lated under the Fiscal Responsibility 
and Budget Management Act. One 


Ld that the government can. 
wrestle down this high profile апд 
visible macro-economic statistic in ^ 


the next year. m 
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mechanism and measurement of 
the development outcomes of all 
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The Budget and You: 
Where To Invest? 


Women and senior citizens aren't the only 
gainers from this year’s budget. BY NARENDRA NATHAN 





The Gadres of Mumbai: 

Arun Gadre, seen here with son 
Amit and wife Tanuja, has been a 
disciplined investor; see Keeping Up 
With The Gadres on page 68 
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UPERLATIVES LIKE HISTORIC 
aren’t words this maga- 
zine uses too often, sim- 
ply because historic 
events don’t happen too 
often. Yet, Finance Minister 
P. Chidambaram’s fourth budget 
comes pretty close to earning that 
description—at least from the 


perspective of small investors. It 
totally changes the way investors 
have to plan their investments. 
Probably for the first time, here’s a 
budget with nothing retrograde 
about its tax proposals—be it the 
lowering of corporate tax for Indian 
companies, introduction of VAT 
starting April, or even scrapping of 













88. In particular, the entry of 
ision plans should change the 
мау investors look at investments 
altogether. As per Chidambaram's 


proposals, a committee of experts 
ill work out the modalities of 


ME 






3g towards an EET-based pen- 


_on the principle of exempting con- 
tributions, exempting investment 
returns, but taxing pension benefits. 
Pension contribution schemes of 
_newly-recruited government emp- 


Pe loyees already work on the EET prin- 


‘ciple, but as the Finance Minister 
Said, the system is to be made appli- 
__ cable to all kinds of savings. How- 


ever, till that happens, stocks may be 
... the aggressive investor's best bet. 
“А measures in the budget favour 


long-term equity investing," says 
Devang Shah, a Mumbai-based 
financial planner. 

Investment, however, is not just 
a function of returns, but also risk 
appetite of the investor. Besides, as 
the wise investor knows, it doesn't 
pay to put all your eggs in one bas- 
ket. There are several investment 


options, and your portfolio should 


be structured to deliver the most 
bang for your buck. Here's a look at 
_ how Budget 2005 impacts key 
.. investment options: 
` Equities: The equity market has 
given the budget a standing ova- 
tion, with the benchmark index, 
‚ Sensex, soaring 144 points. What's 
“behind the cheer? “There were no 
-big negative surprises, so the market 
was very happy. Further, the cut 
in corporate tax was a positive sur- 
prise," says Andrew Holland, Chief 
Administrative Officer and 
Executive vp (Research) at psp 
Merrill Lynch. “The budget con- 
~ tained several good measures (short- 
"term as well as long-term) for the 
market," adds Devesh Kumar, 
. Senior VP and Head of Equities, 
ICICI Securities. For example, the 


lans. What’s an EET? It’s based: 





profit or loss from derivative market 
transactions. will no longer be 
treated as "speculative income" and 


this will help investors who use this 


for hedging their portfolio. Besides, 
foreign institutional investors ns) 
have been allowed to give securities 
as collateral (instead of cash colla- 
teral earlier) for their derivatives 
market transactions. Another mar- 
ket-friendly move is allowing inves- 


tors to park the whole of their Rs 1 


lakh savings in tax-saving mutual 
funds, as against the earlier limit 
of Rs 10,000. “These measures (like 
clubbing all deductions to one new 


WHAT THE MARKET | 
EXPECTED... | 
Ш A cut in tax rates for 
Indian companies | 
Ш A reduction in income tax | 
depreciation rate 


W An increase in service tax 
to 12 per cent from 10 
per cent 

W increase in securities transaction 
tax (STT) and removal of 
short-term capital gains tax 
on equity investments 


section 80C) will bring long-term 
money into the capital market 
with greater participation from 
domestic retail investors as well," 
says A.K. Sridhar, Chief Investment 
Officer, uri Mutual Fund. 

But what will sustain the mar- 
ket in the long term are the broad 
measures aimed at boosting eco- 
nomic growth. For example, the 
increase in income tax slabs will 
help generate additional cash in 
the hands of consumers. And the 
focus on rural development and 
education has shown that the 


| W Rate lowered to 15 per cent 
| — from 25 per cent 


| Wi The rate has been retained 


| STT for day trading increased 





finance minister is treating this in a 
positive manner. “This will help 
to turn our huge population from > 
a liability to an asset," says icicr’s = 
Kumar, Other long-term measures 
include the grants to develop met- 
ros, reducing fertiliser subsidies 
ssi de-reservation (108 items this 
time), reduction in corporate tax 
for domestic companies from 35 
per cent to 30 per cent, and reduc- 
tion in peak customs duty (for поп» 
agricultural products) from 20 per 
cent to 15 per cent. a 
What are the sectors that will —— 
attract the government's attention? 









... AND WHAT 
IT GOT 


Taxes for Indian companies dropped — 
from 35 to 30 per cent, no change 
in rates for foreign companies 


ил ллы Т E К ы A 






at 10 per cent 


marginally from 1.5 basis points 
to 2 basis points. No change 
in capital gains tax 


As the finance minister said, these 
will be industries that create jobs, 
and those include textiles and infor- 
mation technology. Not surpris- 
ingly, then, Chidambaram has 
announced several sops for the tex- 
tile sector, including cuts in import 
duty on machinery. In addition, he 
has reduced the Cenvat for man- 
made fibres, which should benefit 
companies like Nahar Spinning апа: 
Mahavir Spinning. 

Sugar is another industry that 
has drawn the finance minister's 
special attention. He's proposed a — 


MARCH 2003 BUSIMESS TODAY 6&7 


BUDGET 


2005 


Amitabh Chakraborty, VP & Head of Research/ Kotak Securities 
"With the introduction of gold mutual fund, 
bullion has become a very good asset class” 


generous restructuring package for 
mills operational in the 2002-03 
season. The package involves a two- 
year moratorium on both interest 
and principal payments, and a 
schedule of payment that takes into 
consideration financial health of 
individual units. The icing on the 
cake: an interest rate 2 percentage 
points below the prime lending rate 
for all loans outstanding as on 
October 21, 2004. This should bene- 
fit companies like Balrampur Chini 
and Dhampur Sugar. Says Amitabh 
Chakraborty, Vice President & 
Head of Research (Private Client 
Group), Kotak Securities: "It's a 
sweet deal for the sugar industry." 
Tea plantations and power equip- 
ment manufacturers are others who 
stand to gain from Budget 2005. 
Real estate: With the interest 


paid on housing loan continuing 
to receive the same tax treatment as 
before, it still makes sense to invest 
in real estate, if you haven't done 
that already. And with the sector set 
to witness a boom (thanks to liberal 
foreign investment norms in cons- 
truction), it makes sense for the 
investor to make his moves now. 
Don't forget that real estate prices 
usually start climbing faster after a 
strong stock market rally. One po- 
tential downside, however, is the 
inclusion of large builders in the 
service tax net. They will almost 
certainly pass on the additional cost 
to consumers. “This definitely will 
have a negative impact on the real- 
estate industry,” says Chanakya 
Chakravarti, Joint MD of Cushman 
& Wakefield (India), a real estate 
consultancy. 


KEEPING UP WITH THE GADRES 








Fixed deposits: With the 
scrapping of 80L benefit (up to 
Rs 12,000 was exempt earlier), 


The Mumbai-based Gadre family shows how to stay invested the smart way. BY SHILPA NAYAK 


56, is a self-employed business consultant. 

Wife Tanuja, 54, heads the travel desk at Syntel 
Inc. Sons Amit and Sameer (28 and 26) work as a self- 
employed freight forwarder and software jock, 
respectively, with the latter living in the US. Tanuja and 
Arun Gadre have been investing across equity, debt, real 
estate and gold for many years now. The Gadres pre- 
fer not to call the gold part of their savings investment 
because they'd never probably sell it. Also they don't 
consider life insurance as investment. "| have a term 
cover, which is an expense. We don't invest as such in 
insurance," says Arun. 

In the late eighties, their portfolio was tilted towards 
real estate. They corrected this allocation, luckily for 
them, in mid-nineties, when property prices peaked. 
"Post this correction, a large portion of our portfolio has 


S: HELLO TO THE GADRES. FATHER ARUN GADRE, 
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steadily and consciously been skewed towards equity,” 
says Arun. The last budget’s capital gains sop reinforced 
their regular equity investing decision. But going 
ahead, they plan to reassess their asset allocation to 
include some retirement investing avenues like pension 
plans, “We are looking at shifting a part of our equity 
exposure to mutual funds, also as a part of the retire- 
ment strategy,” says Tanuja. 

Amit, on the other hand, has been investing almost 
entirely in equity since he started working a couple of 
years ago. According to him, the little money he 
manages to save will best multiply in equities. “Since 
the economy is doing so well, companies would follow,” 
he says. The family’s investing strategy won't change 
significantly post-budget (it'll still be equity-heavy), so 
what's the moral of the story? Investing is all about set- 
ting financial goals and then working towards them. 


PINAKI PAUL 


Devesh Kumar, Sr. VP and Head of Equities/ ICICI Securities 
“The budget contains several good measures 
(short-term and long-term) for the market" 


investments in products like fixed 
deposits have become less lucra- 
tive. And because the dividend from 
debt mutual funds remains tax free 
in the hands of investors, the relative 
advantage of debt mutual funds has 
gone up. “We expect the conversion 
of bank deposit to debt mutual 
funds to speed up now;" says Naval 
Bir Kumar, мр of Standard 
Chartered Mutual Fund. 

By the way, “bowing to popular 
demand", the finance minister has 
continued to exempt interest income 
on deposits maintained by non-resi- 
dent Indians (NRIs). 

Tax saving instruments: With 
the section 88 benefit finally going, 
there is a major change in tax plan- 
ning options. But other sections like 
80 ccc (pension plans), 80 CCD (gov- 
ernment provident fund), among 
others, are also added to this Rs 1 
lakh limit. Further, there is no cap on 


GO FOR EQUITY 


individual instruments. For exam- 
ple, you can invest the entire Rs 1 
lakh in your pension plans (the cur- 
rent limit is Rs 10,000). *This is a 
very good step, as the retail investor 
is now free to decide where to park 
his money," says Viren V. Pandya, a 
Mumbai-based financial advisor. 
Bullion: Gold glitters some more 
for the investor, thanks to Budget 
2005. The Finance Minister has 
proposed asking SEBI to allow mu- 
tual funds to introduce gold ex- 
change traded funds (СЕТЕ$), with 
gold as the underlying asset. This 
will allow any household to buy 
and sell gold in units for as little 
as Rs 100. And gold, as any invest- 
ment advisor will tell you, is a good 
diversifier of portfolio. Especially 
over the last four years, gold has 
performed spectacularly, rising from 
$250 (Rs 11,000) per ounce to 
$435 (Rs 19,140) per ounce cur- 


Here’s how the budget changes your risk portfolio. 
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For an investor 40 years old and with Rs 15 lakh in annual income. 





rently, “With the introduction of 
gold mutual fund, it has become a 
very good asset class,” says 
Chakraborty of Kotak Securities. 
Although Sebi is expected to take 
some time in formulating regula 
tions for this (at least five to six 
months), it will be worth the inves- 
tor’s wait. That’s because investors 
in gold now won't have to worry 
about its physical security. 

Other commodities: Investors 
in other commodities haven't gained 
much from this budget. *We were 
expecting much more on the com- 
modity market derivatives side," 
says Sunil Ramrakhiani, Head ( 
Commodities), iL&FS Investsmart 
Commodity Brokers. For example, 
options trading in commodities was 
expected, but it hasn't materialised. 
Further, the commodity futures 
transactions will continue to be 
taxed as "speculative income". 

On the whole, though, Chidam 
baram has been kind to the small 
investor. Let's just hope that the 
economy keeps rolling. @ 


What's Cheaper, - 


Cigarettes get slammed once again, but colour 


VERY YEAR, COME FEBRUARY AND PEOPLE POSTPONE BIG-TICKET PURCHASES. THE IDEA, OF 

course, is to wait and watch what the finance minister does with excise and customs du- 

ties. Often the hope is that prices will fall. This year, too, prices of several goods have 
come down. Here's a look at some of them. A caveat may be in order, though: Much of the 
rationalisation in excise and customs duties has already been carried out over the recent years, 
therefore the scope for future reductions in prices is small. Finally, whether or not prices come 
down will depend on competitive factors, and not just changes in taxes. ) 


Colour TVs: Prices of colour Tvs will come down due to rationalisation of the "inverted duty 
structure” that existed earlier. Just in time for the Indo-Pak cricket series! 


Edible Oils/Vanaspati: Exicise duty of Re 1 on per kilo of refined edible oils, and of Rs 
1.25 on per kilo of vanaspati has been abolished. Unfortunately, the budget can do little about 
the fat in the oils. 


Electric Cars: While the halving of import duty on certain parts of battery-operated vehicles 
helps, certain other imported components get dearer. So how do you gain? The fresh duty cuts 
will help manufacturers like Reva put off car price hikes. 


Furnace Oil: The reduction in import duty on furnace oil from 20 per cent to 10 per cent 
has CFOs grinning, since energy is a big expense area for most companies. 


Imitation Jewellery: The excise on imitation jewellery has been halved to 8 per cent, but 
a 2. per cent duty has been imposed on branded jewellery. 


Imported Garments And Yarns: Import duty on polyester and nylon chips, textile fibres, 
fabrics and garments has been reduced to 15 per cent from 20 per cent. Hopefully, the bene- 
fits should reach the shop shelves. 


Non-leather Footwear: Manufacturers reckon that the halving of customs duty on 
ethyl vinyl acetate (EVA) to 10 per cent (besides PVC) will help reduce prices of non-leather 
footwear below Rs 500. 


Safety Matches: Hand-made matches were already exempt from excise, but Budget 2005 
extends the concession to machine-made matches by reducing excise duty from 16 per cent 
to 12 per cent. 


; Textile Machinery: The customs duty on textile machinery has been halved to 10 per cent. 
2 However, only new units or new capacity expansion will benefit from it. 


Tyres: Tyres benefit from an 8 per cent drop in excise to 16 per cent. Although tyre man- 
ufacturers hadn’t announced any price cuts when BT went to press, the after-mar- 
ket was hopeful of lower prices. 
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hat’s Dearer? 


TVs could become cheaper. BY SUPRIYA SHRINATE 







HAT INFLATION SPARES, THE BUDGET OFTEN SPOILS. BUT LIKE FINANCE 
| J minister Palaniappan Chidambaram said, some of the increases in excise are due to 
M М corrections he has had to make in the indirect tax structure. Consequently, the prices ` 
of a range of items are likely to go up. Here’s a quick look at what has become more expensive: 





























.. Branded Jewellery: Your snazzy Tanishq jewellery may get more expensive, courtesy the 
.... 2 per cent excise duty the FM has slapped on branded jewellery. However, the rise in prices 
... may not be significant enough. | 


» Cash Withdrawals: Now every time you take out more than Rs 10,000 from your bank 
` account, you'll have to pay Rs 10 as tax. Given the furore it caused at announcement, the move 
seems like a prime candidate for a quick rollback. 


Cement: Mini-cement plants, which depend on locally-purchased clinker, will have to pick 
between passing on the Rs 100 duty hike in per metric tonne of clinker and taking a hit to their 
bottom lines. The bigger players will not be affected. 


Cigarettes: By now, it’s come to be expected. That every year, cigarettes and other tobacco- 
related products (such as gutkha) would get expensive. When BT went to press, ТТС hadn't yet 
announced any price revision, although other manufacturers talked of a possible 6 to 7 per 
cent increase in prices of popular cigarettes. Bad for your pocket, good for your health. 


Cut Flowers: Expect imported flowers like orchids to cost marginally more, thanks to the 
doubling of import duty on cut flowers to 60 per cent. 


P Club Membership: Clubs and associations will Have to pay tax on their membership fee 
and, hence, could end up taking that out of your pocket. 


y Housing: Builders planning apartment complexes with more than 12 units will now have 
to pay service tax of 10 per cent. DLF, one of India's biggest developers, has already said that 
it will be affected by the move. 


Iron And Steel: Small consumers of steel, who typically are unable to take Cenvat bene- 
fit, will be impacted by the hike in excise duty on steel from 12 per cent to 16 per cent. Even 
large manufacturers, like those of consumer durables, say that prices of washing machines, 
refrigerators and air-conditioners could go up because of higher steel prices. 


Liquor: Molasses, which is a raw material for liquor manufacturers, gets dearer by Rs 500 
per metric tonne. Worse, it is not Modvatable, meaning that liquor-makers will pass on the 
hike in input cost to consumers. 


Road Tractors: Tractors used for agriculture will remain exempt from excise, but those used in 
semi-trailers and with engine capacity in excess of 1,600-cc will attract a 16 per cent duty. 


More Gain, Less Pain 


Barring minor irritants, the Budget delivers on the 


expectations of people across the country. 
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DEEPAK С, PAWAR/COURTSEY: FOOD WORLD 


Abhilasha Sharma 
AGE: 26 years 


FAMILY: 
Unmarried, lives alone in 
Bangalore 


INCOME: 


Over Rs 6 lakh per annum 


JOB: 
Business Consultant, 
Wipro Technologies 


GOODS OWNED: 
Television, refrigerator 
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il BANGALOR 


Good To Great 


OR MOST BANGALOREANS, USED TO MADDENING TRAFFIC, ANY 
[- announcement on the much-anticipated Bangalore Metro is welcome. 
“When anything on improving infrastructure is announced, I am 
interested. Bangalore definitely needs better public transport to support its 
ever-growing population," says Abhilasha Sharma. Doing away of standard 
deduction in favour of tax-free savings limit upto Rs 1 lakh is also welcome, 
for Sharma, like most young geeks, intends to go in for her own house and 
car soon. And flexibility in savings will help her, for cash will come in handy 
at the time of the down payment. Thank God that petrol and cooking gas 
are not getting dearer. She doesn't mind paying for worthy, bigger national 
causes through education and infrastructure cess, but is flummoxed by other 
irrational decisions by the Finance Minister, like a 2 per cent increase in 
excise duty on, of all things, branded jewellery! 





1 


Ш DELHI 


Not So Happy Employer 


O WHAT IF THE FINANCE MINISTER STOPPED SHORT OF EXTENDING THE 
countervailing duty on software imports. Or even that he re- 
duced the withholding tax from 20 per cent to 10 per cent, a 
measure that will certainly boost the bottom line of software companies 
such as Manish Sanwalka’s Ramtech Corporation. “What is going to 
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Runs a Rs 20 
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GOODS OWNED 


Cars (three 


pinch both my employees and 
the company hard, is the tax on 
perquisites,” says Sanwalka. 
Service companies are heavily 
people oriented and given the 
buoyant job market, employers 
will be expected to pitch in with 
a higher pay to make amends, 
something that will adversely 
impact profits. Well the FM 
taketh from one hand, what he 
gives from another! One bright 
spot for Sanwalka, though, 
is the rationalisation of personal 
income tax that does away with 
standard deduction and instead 
gives a consolidated saving limit 


of Rs 1 lakh. 





A. PRABHAKAR RAO 





FAMILY INCOME 
Over Rs 15 lakt 


GOODS OWNED: 
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E HYDERABAD 


Nothing To 
Stop Us Now 


THINK, 1 WILL BUY MORE 

shares now,” say a visibly 

happy Shah, for the Budget 
leaves him with not just more 
money, but more importantly a 
buoyant capital market as well. 
Shah is also happy with the FM’s 
initiative to create world-class 
educational institutes in India, 
by giving the Indian Institute of 
Science, Bangalore, a handsome 
grant. The sop concerning inter- 
est deduction on educational 
loans is to continue and this helps 
Shah, who has taken a Rs 14 
lakh loan to fund his intensive 
one-year course at ISB. 


UMESH GOSWAMI 


@ CHENNAI 


Incentive To Save More 


IKE MOST MIDDLE CLASS INDIAN FAMILIES, THE 
Muralidharan family manages its expenses pru- 
dently, savings almost a tenth of the family 
income, mostly in tax saving schemes. The addi- 
tional 50 paise per litre cess to be levied on petrol 
would have adversely impacted the family, as Kavitha’s 
husband takes his motor cycle to work, while she goes 
in a ‘share auto’ to her workplace, which is close to her 


house in south Chennai, but with the Finance Minister 
clarifying that there will be no increase in the retail 
price of the commodity, the Muralidharans can relax. 
Kavitha is also happy, as the FM has upped the tax ex- 
emption limit for women to Rs 1.25 lakh, and in- 
troduced a Rs 1-lakh exemption on savings in place of 
the standard deduction. *Now we have an incentive 
to save more," she says. 





NAME: 
Ramdas Warrier 


AGE: 40 years 


FAMILY: 
Married, non-working wife, with 
one school going kid 


FAMILY INCOME: 
Rs 4.2 lakh per annum 


JOB: 
Manager (Corporate 
Communications), Essel Propack 


GOODS OWNED: 
TV, music system, fridge, DVD 
player, washing machine 
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@ MUMBAI 


Life As Usual 


AMDAS WARRIER FEELS IT IS A BROADBASED BUDGET, WHICH, IF PROPERLY 

implemented, is good for the country. At a personal level though, 

it won’t make an iota of difference to him. The 0.1 per cent tax on 
cash withdrawals over Rs 10,000 a day is seen as a negative, completely un- 
necessary hassle and burden for a salaried middle-class employee. The fam- 
ily is not sure what personal income tax rationalisation mean for them. “We 
will have to check with the chartered accountant,” says Warrier. 

The family doesn’t have any purchases lined up anytime soon. Even the 
reduction in the price of air-conditioners (a good 8 per cent reduction in 
excise duty) won't be much of an incentive to buy one, as it’s the high run- 
ning cost, essentially electricity tariffs, which bothers Warrier even more 
than the still unaffordable MRP. 


NAME: 
Kavitha Muralidharan 


AGE: 32 years 


FAMILY: 
Married, with a 4-year-old daughter 


FAMILY INCOME: 
Rs 2.64 lakh per annum 


JOB: 
General Admin. Asst. at a TV soft- 
ware exporting firm, Nataraj Exports 


GOODS OWNED: 
Fridge, mixer grinder, TV, air 
cooler, CD player, music system 








G. KRISHNASWAMY 


NAME: B KOLKATA 
Debraj Banerjee 


TT Fverything Within Reach Now 


FAMILY: 





Wife, mother HE P. CHIDAMBARAM FAN CLUB CAN ADD ONE MORE NAME TO ITS 
T seo Banerjee. “I must congratulate the finance minister 
FAMILY INCOME: 2 : А : A ” 
Rs 1.92 lakh per annum for looking after the interests of the salaried middle class,” says 
Banerjee. He's particularly happy with the new income tax rates. “It'll put 
JO: —— an additional Rs 10,000 per annum into my pocket," he says. Banerjee is 
Upper Division Asst., Panchayat & also thrilled at the tax relief Chidambaram has extended to air-conditioner 
Rural Dev. Dept, West Bengal Govt. (AC) manufacturers. “The twin reliefs—in the form of (expected) lower 
GOODS OWNED: prices and greater purchasing power (courtesy the income tax cuts)—bring 
TV, fridge, CD player, ACs within the reach of people like me," he informs. Banerjee, who 
microwave oven smokes a pack of Wills Filter a day, is slightly upset with the additional tax 


on cigarettes. “My reaction is the same as that of millions of other smok- 
ers," he says with a laugh, *but overall, it's a small price to pay for all the 
other benefits this Budget provides." Œ 


REPORTED BY RAHUL SACHITANAND, SHAILESH DOBHAL, E. KUMAR 
SHARMA, NITYA VARADARAJAN, PRIYANKA SANGANI AND ARNAB MITRA 


13[W3NVYU XINYHS 


Should The Foreign 
Investor Be Happy? 


Going by the stock market's reaction to Budget ^05, 
investors aren't just happy, but ecstatic. ву коѕнмі JAYAKAR 


Betting on long-term economic 
growth: Korean auto major Hyundai 
plans to increase capacity by setting 
up a second plant in Chennai 
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VERY YEAR, WHEN THE 
Finance Minister pres- 
ents his budget pro- 
posals in Parliament, 
he keeps a wary eye 
on the stock market. It's easy to 
see why. Stock markets reflect in 
real time what investors feel about 
the budget and, flowing from it, 
the country's economic direction. 
On February 28, when Finance 
Minister Palaniappan Chidambaram 


uwvavd 5 xv4i13d 


presented his fourth budget, 
investors gave him an A+. Starting 
out flat, the bellwether Sensex 
started climbing towards the end 
of the FM's speech and ended the 
day at 6,713.86—a gain of more 
than 144 points. Never mind that 
the word disinvestment wasn’t once 
mentioned in Chidambaram’s 
speech. Says Munesh Khanna, MD, 
N.M. Rothschild, an investment 
bank: “There are no surprises in 
the budget, therefore, it’s a dream 
budget.” Adds Vinod Sethi, Sethi 
Capital: “The predictable, boring 
element of Budget 2005 is positive 
for foreign investors.” 

What is it about Budget 2005 
that has got foreign institutional 
investors (Fils) excited? The answer 
has to do with the macro-signals 
the budget sends out. Growth of 
last two years seems solidly on track. 
If all goes well, the Indian economy 
will surge some 7 per cent in 2005- 
06; revenue deficit will remain at a 
manageable 2.7 per cent, and fiscal 
deficit at 4.3 per cent of gross do- 
mestic product, which will actually 
be a 0.2 decline over 2004-05's. 
Then, the five-percentage point cut 
in corporate tax for domestic com- 
panies and lowering of import duty 
on a number of key inputs such as 
furnace oil, coking coal and ma- 
chinery means that corporate 


FDI AND FII FLOWS: THE PICTURE BRIGHTENS 


8-JULY-04 
28-FEB-05 


prospects will be brighter. The 
budget also focusses on rural and in- 
frastructure development, which 
should not only boost efficiencies in 
the economy, but also demand. 
Says S. Naganath, CEO, DSP Merrill 
Lynch Mutual Fund: *Given that 
other economies around the world 
are growing at slow to moderate 
rates, India's 7 per cent growth 
should fetch more Fil investment.” 

At the moment, Fils seem to 
have dug in their heels. India 
received a record $8.5 billion (Rs 
37,400 crore) net foreign port- 
folio investment during 2004, and 
DSP's Naganath expects a matching 
inflow this year. The stock market 
is also buoyed by the FM’s state- 
ment that he is looking at foreign 
Participation in pension funds. 
“Implementation of pension 
reforms will require global players 
with expertise and experience and 
from that standpoint the FM's 
statement that he is looking at 
FDI in pension is a big positive," 
says Sanjay Sachdev, CEO, PNB 







Principal Asset Management. 


What About FDI? 

There has been a turnaround in 
foreign direct investment (FDI) too. 
According to the latest Economic 
Survey, FDI (net) flows improved 
from $1.3 billion (Rs 5,720 crore) 
during April-June 2004 to $1.8 bil- 
lion (Rs 7,920 crore) during July- 
September 2004. Yet, there's a long 
way to go. While Chidambaram 
did not spell out any roadmap for 
FDI, he did give a strong indication 
of the course likely to be taken. “I 
believe that there are opportuni- 
ties in other sectors such as mining, 
trade and pensions. Government 
will, after due consultation, come 
forward with proposals." 

Just like foreign portfolio 
investors, direct investors bet on 
long-term economic growth. Says 
B.V.R. Subbu, President of 
Hyundai, the Korean automobile 
major, which is setting up its second 
plant in Chennai: “FDI comes on 
the basis of expectations of 


S. Naganath, CEO/ DSP Merrill Lynch MF 
"Given the slow growth 
of economies elsewhere, 
India's 796 growth looks 
attractive to FIIs” 





economic growth, and this budget 
has laid a very strong foundation for 
a spurt in economic growth." 

Despite the constraints imposed 
by its communist allies, the UPA 
government has been successful in 
increasing foreign investment in 
key sectors. Recently, FDI in tele- 
com was raised to 74 per cent and 
in aviation to 49 per cent. Four 
days before the Budget, the Cabinet 
cleared a proposal for 100 per cent 
FDI through automatic route in 
construction. It also decided to 
allow automatic 100 per cent FDI in 
construction of townships, housing, 
hotels, and educational institu- 
tions. Says Niranjan Hiranandani, 
CEO, Hiranandani Builders: “There 
is high interest in the sector and 
this is bound to result in huge 
inflows, especially from South-East 
Asian countries.” 

Chidambaram may not have 
delivered any big bang in Budget 
2005. But he’s done plenty to 
keep foreign investors interested 


in India. 
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CEOs on Business Success 
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The Art of Advertising 
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| The Art of Building a Brand 

* Top Marketers Reveal the Secrets of Building Successful 
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the secrets behind successful branding. 
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-How to Multiply Profits 
Profit-Minded CEOs Reveal thé Secrets of. Multiplying 
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| Paperback; 152 pages 
| Pub. Price Rs. 190 


CLUB PRICE Rs. 150 SAVE В5.40 7, 


y The Concise Time Manag 


| Personal Developme! 
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| Rupert Eales White- Effective leadership skills are at 
| the heart of good management, By learning the essential ` 
| tools and techniques any manager stands a better chance 
of success, but they do take time to grasp and master. 
This practical guide will enable you to develop and 
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| Code: E0G4T; Paperback; 56 pages 
Pub: Price Rs IO 
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bt column 


The Difference This Year 


THE BT-A.T. KEARNEY STUDY OF INDIA’S BEST MANAGED COMPANIES. 





HE BUSINESS TODAY-A.T. 

Kearney effort to iden- 

tify India’s best-managed 

companies, and finally 

the Best Managed one, 
was driven by a desire to answer the 
original question: “What drives suc- 
cess in business?” The many answers 
to this may be capsulated into a sen- 
tence at once deceptively simple and 
hauntingly complex: It is as much a 
function of the value that businesses 
promise, as it is of the people and ap- 
proaches chosen by them to actu- 
ally deliver these values. 

That’s simply said, but if our 
study had to capture all this, it would 
have do more than merely analyse 
growth patterns of the best Indian 
companies and extend the study to 
examine the key enablers of value 
creation. The initial sieving process, 
using the filter of the value growth 
matrix (see The Value Growth 
Matrix) would have to be done, but 
we would, we realised, have to do 
more to try and distil the findings of 
the study into meaningful and 
actionable insights for organisations, 
identify unique success factors, and 
discover new dimensions and para- 
digms for enhancing performance. 

Thus, while maintaining A.T. 
Kearney’s Value Building Growth 
Framework, we have delved deeper 
in studying practices, processes and 
systems that enable value creation 
and sustain organisational growth. 
The traditional way of doing this 
is financial analysis. But while these 
metrics provide accurate information 
about a firm’s past results, they are 
not best suited for gauging future 
performance. They are effective, 
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Kaustav Mukherjee - 
Principal/ A.T. Kearney 





but not complete in themselves. 
Ergo, we adapted the traditional 
methodology to include multiple 
parameters that drive value. Thus, in 
addition to looking at companies 
that consistently outperform their 
industry peers in both revenue and 
market value growth (the core of 
the Value Building Growth 
Framework), we looked at three 
other perspectives that are important 
for long-term sustainability and con- 


tinued value creation: 


ш Internal perspective: How does 
the company identify stakeholder 
needs and find ways to deliver/ 
exceed on them? 


= Learning and growth perspec- 
tive: To achieve its vision, how does 
the company sustain the ability to 
change and improve? 


m Customer, social and investor 
perspective: To achieve its vision, 





how should the company manage 
customer, social and investor rela- 
tionships? , 

This adaptation posed a new 
challenge: financial performance is 
tangible, and one can accurately 
measure earnings, profits and 
growth in market value. However, 
assessing an organisation on quali- 
tative dimensions is relatively more 
difficult. It requires an in-depth 
understanding of processes and 
practices that drive value creation, 
and identifying differentiators across 
organisations. 

Thus, while in the first stage of 
the survey, the financial screening 
stage, we shortlisted 50 companies 
from over 500 using the Value 
Building Growth Framework, it is 
the subsequent stages that set this 
study apart. 


m Qualitative assessment stage: To 
assess these companies on the three 
perspectives discussed earlier, each 
perspective was disaggregated into 
measurable business parameters (see 
Qualitative Assessment Parameters) 
and a detailed survey comprising 
over 150 questions was developed 
around these parameters, and 
administered to these companies. 
A.T. Kearney's global experience 
and assessment of best practices in 
Technology and Organisational 
Transformation, Process Design and 
Reengineering, Human Resource 
Management, Strategic and Business 
Planning, Supply Chain Manage- 
ment, Globalisation Strategy, 
Customer Relationship Manage- 
ment, Corporate Governance, etc., 
were leveraged to measure the level 



























of evolution of these companies on 
various processes and practices. 
After analysing the.responses of the 
, Survey, 13 companies were identi- 







for the pre-final stage. The rat- 


industry specific idiosyncrasies. 





a Pre-final stage: Based on the sur- 
vey responses, hypotheses were. 
v developed around strengths, weak- 
< nesses and strategies of individual 
companies, and the senior leader- 











ship of these companies were - 


interviewed to develop a greater 
level of understanding and insight in 
© these areas. The ratings were then 
< fine-tuned based on these inter- 
views with the senior leadership. 


B Final selection: The findings of the 
_study were shared with a set of 
,. eminent panellists, and their expe- 

` rience was leveraged to assess the 
chosen companies, and identify 
*India's Best Managed Company” 


Emerging Themes 
The study was conducted over a 
| significant timeframe, allowing 
| robust analysis and rigour. We find 
esl companies have 





d pe common themes “emerge as 
“key to success for India Inc.: 





а Sustaining and managing growth 
is a no-brainer for it is universally 
acknowledged to be the most criti- 
cal issue facing India Inc. — — 


nan resource management, a 

v value driver, is one of India's 
iggest hallenges. Old economy 
iring are find- 
_ ing it challengi g to attract and 
retain workforce, Due to rapid 


he employment market has 
ecome highly liquid. 


Globalisation is high on the agenda. 
India Inc. sees globalisation both as a 
 de-risking and growth strategy, as 


ings were normalised to address 
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growth i in. new economy Sectors, 


QUALITATIVE ASSESSMENT Mead 
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well as a learning opportunity. 


m India Inc. is laying greater 


emphasis on innovation. Top Indian 
companies have realised that the 
cost-arbitrage model is not sustain- 
able in the longer term and are 
gearing themselves up to compete 


effectively on quality and creativity 


in delivery. 


m Overall, India Inc. needs to do 
better on corporate governance, 
though a few companies are out- 
standing on this front. More than 
anything else, investor activism and 
the need for transparency will entice 
Indian companies to follow good 


THE VALUE GROWTH MATRIX 


Adjusted Market Value Growth - 
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corporate governance practices. 


m There is an increased emphasis on 
corporate social responsibility (CSR) 
and a number of companies have 
started institutionalising CSR initiatives 
and are providing incentives (even 
mandates, sometimes) towards 
increased employee participation. 
In the next issue, a special on 
India's Best Managed Company, 
we will share the final results of 
our study, and acknowledge India's 
best. We believe that this study will 
provide an essential platform of 
fundamental knowledge to corpo- 
rate India, as it braces up to face the 
world on a truly global scale, @ 
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W LAST PAGE 


So Long And Thanks For All The Picnics 


HIS ADMISSION MAY BE A BUSINESS JOURNALIST "s 

equivalent of seppuku, but publications, 

including this one—imagine, it broke a 13- 

year tradition of never bringing out stand- 

alone issues to bring you this special— 

would utilise better the reams of paper they have 
spent over the past few days and will over the next few, 
by writing about, say, Million Dollar Baby or Shell's $3- 
billion (Rs 13,200-crore) deal for gas in Qatar. Neither 
“js an event of great magnitude, except for the parties 
‘concerned; the first involves a movie that has done some 
<- $65 million (Rs 286 crore) in business (it stands to do 
more after its sweep of the Oscars) that the larger 
Indian audience will never get to see, and the second 
affects a country with a population of just around a mil- 
‘lion and a per capita income of around $30,000 (Rs 





The CEO circus: The budget is an yearly spectacl 


13.2 lakh). Yet, both will arguably have an impact on 
more lives than the budget presented by Indian Finance 
Minister P. Chidambaram on February 28. 

Over the years, India's budget, presented amidst 
much fanfare—think CEOs gathered before large screen 
televisions at industry associations, brokers and traders 
hosting parties replete with wine and idlis at their offices 
or at the nearest watering hole, people stocking up on 
petrol and cigarettes—has become more a statement of 
the reigning government's economic vision, less an 
account of the state's finances. The budget the current 
Prime Minister Manmohan Singh presented in 1992, 
the one Chidambaram presented in 1997 (the dream 
budget as it has come to be called) and the one 
Yashwant Sinha did in 2001, were all of that. 

Since 2002, however, there has been a change in the 
tenor of budgets. And although the finance ministers 
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e replete with CEO hear-in sessions, parties and assorted fanfare 


involved haven’t dropped the poetry—the incumbent 
is partial to Thiruvalluvar, a Tamil poet of the first cen- 
tury BC—they have gone about their speeches with 
an it’s-business-as-usual approach. Last year, in the course 
of an interview he gave this magazine, Chidambaram 
said India's industry lobbies had made no demands of 
him before Budget 2004, something unthinkable of even 
in the 1990s. The man has also been fortunate: the 
Indian economy is on a roll; it grew by 8.5 per cent in 
2003-04 and is estimated to grow at the rate of 6.9 per 
cent in 2004-05. Knowing that he can bank on better 
corporate performance, one of the reasons of the 
growth, to boost revenues, Chidambaram has splurged 
modestly (if such a thing is possible) on rural and 
agricultural sops. Which is why this budget, as those 
glued to their television sets already know, is being 


variously described as populist, reformist, growth ori- 
ented, and *another dream" (actual words). 

In India, where the budget bandwagon, replete 
with CEO-hear-in sessions, parties and special issues is part 
circus, part pure math, all spectacle, the transformation 
means different things to different people. CEOs, analysts 
and general busybodies will have to find other occasions 
to display their keen wit, intelligence and familiarity with 
numbers (rating the budget by assigning it a score 
between 1 and.10 calls for that). The media will have to 
find another event to repackage using not-so-subtle 
allusions to the Oscars; the presentation ceremony was 
on the morning of February 28. And all of us have to 
get used to the reality that it is really business as usual for 
everyone on February 28 and March 1. It was beautiful 
while it lasted, but now it is over. 

R. SUKUMAR 








ITC Limited 


к aci РОМ 
1 LET'S PUT INDIA FIRST 


ITC believes that an effective growth strategy 
for our nation must address the needs of rural 
India, home to 7596 of our poor. It is imperative 
to ensure that India's economic growth is 
inclusive, embracing its villages, so as to free 
millions of our disadvantaged citizens from the 
indignity of poverty. 


A 


It is ITC's belief that India's rural transformation 
cannot be brought about by the government 
alone. Nor can the efforts of a few enterprises 
make a decisive difference. Only an inspired 
public-private partnership can transform lives 
and landscapes in rural India. ITC's humble 
endeavours have demonstrated that it is possible 
to create and sustain a model that can harmonise 
the need for shareholder value creation with 
making a substantial contribution to society. 





ITC has partnered the Indian farmer for close to 
a century. ITC is now engaged in elevating this 
partnership to a new paradigm by leveraging 
information technology through its trail-blazing 
e-Choupal initiative. Additionally, ITC is 
significantly widening its farmer partnerships to 
embrace a host of value-adding activities: creating 
livelihoods by helping poor tribals make their 
wastelands productive; investing in rainwater 
harvesting to bring much-needed irrigation to 
parched drylands; empowering rural women by 
helping them evolve into entrepreneurs; providing 
infrastructural support to make schools exciting 
for village children. 








Through these rural partnerships, ITC touches 
the lives of over 3 million villagers across India 





For ITC, these are expressions of a commitment 


" 4 beyond the market. Of a conviction that country 
M must come before corporation. Of a true pride 
t in being Citizen First. 


I TC Limited 


Citizen 
T-——"" First 


Empowering farmers Greening wastelands | irrigating drylands | Creating women entrepreneurs | Educating rural children 
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if you want to stay ahead 
in premium sportswear. 









Reebok pays for the prints. Not the printer. 


Instead of tying up capital by investing in new printers, Reebok outsourced their business printing requirements 
to WeP. Today, they pay only for the laser prints. Not for the WeP printers installed at their premises. A hard-hitting decision 
that is not only saving Reebok up to 30% on their business printing costs but also making it completely hassle free. 
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Now Reebok is miles ahead of the competition. In more ways than one! Shouldn't you be too? — 
Beat the budget by making a zero capital investment in WeP printers. Call our toll-free number 1600 444 456 today. Print & Save 


Email: wep.pns@wepindia.com or visit us at www.wepprint.com GENNENSCIVIEGS 





Zero capital cost e Zero obsolescence e Free maintenance e Free consumables 
| A Limited Period Offer: No deposit & processing fee for orders confirmed before 31.03.05 
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